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DIRECTOR’S REPORT — FOR THE PERIOD ENDED JUNE 30, 2019

On behalf of the Board of Directors, we are pleased to present the Company’s Review Report together with
the financial statements for the period of six month ended June 30, 2019. The financial results for the period
are summarized below:

(Rs. In Millions)

2019 2018
Revenue (net) 65,924 45,590
Aircraft Fuel (22,480) (19,490)
Operating Expense (50,566) (43,636)
Loss from Operations (7,122) (17,536)
Exchange Loss (14,591) (5,839)
Finance Cost (15,850) (8,808)
Loss before Taxation (37,563) (32,183)

Industry Review

In 2019, airlines continued to increase the number of city-pair routes globally and more than 22,000 city pairs
were serviced in 2019, Strong improvements in connectivity and inflation adjusted costs over the last few
years helped to ensure that aviation, the “business of freedom”, continues to distribute its array of benefits
to consumers, suppliers and economies globally.

Business Review

‘Revenue’ for six months ended June 2019 witnessed a significant growth of 44.6% as compared to 2018 and
accordingly ‘Loss from Operations’ reduced by 59.4% as compared to 2018. This is a significant achievement
and result of extensive hard work & new initiatives by current management, Passenger seat factor was 84.1%
in 2019 as compared to 77.7% in 2018. While the operating loss improved, the Company got severe hit due to
currency devaluation and rising interest rates.

Management is focusing on increasing the customer base of the Airline by enhancing the on-board passenger
comfort on our flights. A number of new initiatives have been taken in this regard. Cabin refurbishment of
entire fleet and improved in-flight meals are just to name few, Moreover, extensive Special trainings are
being imparted to our cabin crew to augment their capacity to serve our valued customers even better. In
addition to the above initiatives, Management is also focusing on route rationalization, with an aim to
increasing the frequencies on route giving better yields, while curtailing not so profitable sectors.

The operating environment in the region remains challenging, however, with the current revitalization plan
being implemented across the organization, we are hopeful that, with support of our customers, dedication
of our employees and continued support of Government of Pakistan, we will emerge stronger for the better
times ahead.

For and on behalf of the Board.

/

}/ “Lhief Execulﬁ(«e Officer
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BDO Ebrahim & Co. Grant Thornton Anjum Rahman
Chartered Accountants Chartered Accountants

2" Floor, Block C, Lakson First and Third Floor, Modern Motors,
Square Building No. 1, Beaumont Road,

Sarwar Shaheed Road, Karachi - 74200

Karachi - 74200

INDEPENDENT AUDITOR'S REPORT ON REVIEW OF UNCONSOLIDATED CONDENSED
INTERIM FINANCIAL INFORMATION TO THE MEMBERS OF PAKISTAN INTERNATIONAL
AIRLINES CORPORATION LIMITED

Introduction

We have reviewed the accompanying unconsolidated condensed interim statement of financial
position of Pakistan International Airlines Corporation Limited (“the Company”) as at June 30,
2019 and the related unconsolidated condensed interim statement of profit or loss,
unconsolidated condensed interim statement of comprehensive income, unconsolidated
condensed interim statement of cash flows, unconsolidated condensed interim statement of
changes in equity and notes to the unconsolidated condensed interim financial information for
the six-month period then ended (here-in-after referred as the “interim financial information”).
Management is responsible for the preparation and presentation of this interim financial
information in accordance with approveg accounting standards as applicable in Pakistan for
interim financial reporting. Our responsibility is to express a conclusion on this interim financial
information based on our review.

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 information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying unconsolidated condensed interim financial information as at and for the six-
month period ended June 30, 2019 is not prepared, in all material respects, in accordance with
approved accounting standards as applicable in Pakistan for interim financial reporting.

Emphasis of matter

We draw attention to the following:

i. Note 1.2 to the unconsolidated condensed interim financial information which inter-alia
states that in view of the financial position of Company, the Government of Pakistan has
confirmed to extend necessary financial support to the Company to maintain its going
concern status. Hence, the sustainability of the future operations of the Company is
materially dependent on the said support.

Notes 10.2 and 11 to the unconsolidated condensed interim financial information which state
that an aggregate amount of Rs. 17,320.93 million was payable to the Pakistan International
Airlines Corporation Provident Fund (the Provident Fund) representing Rs. 10,960.835
million on account of the Company and employees' contributions and Rs. 6,342.090 million
being markup payable thereon. However, the said amount was not deposited within the
stipulated time of fifteen days to the Provident Fund as required under Section 218 of the
Companies Act, 2017.

é o qTANn—
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iii. Notes 18 and 19.1 to the unconsolidated condensed interim financial information which state
that the Company is exposed to various tax and other contingencies aggregating to Rs. Rs.
44,747.92 million, the ultimate outcome of which cannot presently be determined and,
accordingly, no provision has been made by the management in respect of these
contingencies in the unconsolidated condensed interim financial information.

Our conclusion is not modified in respect of the above matters.

AL
2 BDO Ebrahim & Co. Grant Thornton Anjum Rahman
éﬂa Chartered Accountants Chartered Accountants
Engagement Partner: Raheel Shahnawaz Engagement Partner: Khurram Jameel

Place: Karachi
Date:
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PAKISTAN INTERNATIONAL AIRLINES CORPORATION LIMITED
UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2019
June 30, December 31, June 30, December 31,
2019 2018 019 2018
(Un-Audited) (Audited) (Un-Audited) {Audited)

Note - -~ (Rupees in "0} oo oo —— {USS in '000) ————
ASSETS
NON CURRENT ASSETS
Fixed assets

- Property, plant and equipment 58,536,363 78,026,605 615,652 561,649
- Intangibles 262,029 275,563 1.637 1.984

G8,798,392 78,302,168 617289 563,633
Long-term investrments 4,592,850 4,599,767 28,696 33,110
Long-term deposits and prepayments 7,430,996 §,562,836 46,554 61,637
Total non current assets 110,842,238 01,464,771 692,539 658,380

CURRENT ASSETS

Stores and spares 3,402,348 3,981,803 25! 28,662

Trade debts 15,066,336 16,377,366 ; 117,887

Advances 5,295,104 2,591,560 084 186335

Trade depasits and short term prepayments 3,238,321 2,170,964 , 15,627

Orher receivables 7,484 443 8,070,202 % 38,091

Short-term investments 19,220 19,220 138

Cash and bank balances 5,403,804 1,734,448 4 12,483

Total current assets 39,909,576 34,945,653 ; 251,545

TOTAL ASSETS 150,751,814 126,410,424 i 909,925

EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Issucd, subscribed and paid-up share capital 52,345,110 52,345,110 327,050 376,789

Keserves 4435 888 4,462 306 27.840 3124

Surplus on revaluation of property, plant and equipment- net 23,611,572 24134932 147,324 173,727

Accumulated losses (487,803,720} (437.69647%) {3,047.781) (3.150.616)
Total Sharcholders' Equity (407,391,14%) (356,753,631) (2,545.367) (2,557.976)
NON CURRENT LIABILITIES

Long-term financing 160,304 367 148,742 604 1,001,576 L 070678

Term finance and sukuk certificates - 2,054 401 - 14,788

[ease liabilities 19,789,681 172,771 123645 1244

Advanee from a subsidary 6,423,725 5575748 40,135 40,135

Deferred linbilities 42.871.436 38.048.236 267.859% 273.878

Total non-current liahilitics 229,389,209 194,594,150 1433213 1,400,723

CURRENT LIABILITIES

Trade and other payabics 182,090,809 164,570,556 1.137.701 1,184,609
Unelaimed dividend - Preference-ghares 3,257 3297 21 24
Accrued interest 18,976,457 16,531,580 118,564 118,597
Provision for taxation - net 1,462,785 1,380,723 9,140 9939
Short-term borrowings 35,259,858 34,447 358 220,302 247 958
Current maturity of non-current liabilities 90,960,548 71,636,391 568,318 515,651
Total current liabilities 328,753,754 288,569,905 2,054 046 2,077,178

TOTAL LIABILITIES 558,142,963 483,164,055 3,487,261 3,477,900

TOTAL EQUITY AND LIABILITIES 150,751,814 126,410,424 941,894 909,925

CONTINGENCIES AND COMMITMENTS 11

The annexed o 23 form gn integral part of this unconsolidated d interim 1

/}"-Mx:cnlive Officgr
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PAKISTAN INTERNATIONAL AIRLINES CORFPORATION LIMITED
UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (UN-AUDITED)
FOR THE 51X MONTHS PERIOD ENDED JUNE 30, 2019

Six_months period ended Quarter ended Six months period ended
June 30, June 30, June 3, June 30, June 30, June 30,
019 018 019 018 019 2018
Nut (Rupees in "000) (LS in "(00)
REVENUE - NET 14 65,923,687 45,590,115 15,164,603 0,231,436 440,995 375,006
COST OF SERVICES
Alrcrat fuel (22,480,492) (19,489,666) (12,196,156) (9,976,469) 1150,383)| (160,353)
Others 15 (44,120.717) (37,338,497) (22,665,352) (17,641 968) (295,145} {307.205)
(66,601,200) (56,828, 163) (34,861,508) (27618.437) (445 528) (467,558)
GROSS (LOSS) /| FROFIT (677.521) (11,238,048} 303,094 {7,387,001) {4,532} (92.462)
Distribution costs (3,053,689} {2,604,690) {1,B08,347) {1,270,558) (20,428} {21,430}
Administrative expenses (3.493.136) {3,250,224) (1,848 588) {1,487 567) (23,367) (26,741)
Onher provisions and adjustments (1.031,449) (TLO,110)] (592,984) (561,065} {6,900 (3,842}
Other income 1134228 266,719 1,143,154 249,043 7,387 195
(6,444,046} {6,298,245) (3,106,767} 13,070,147 (43, 108) {51,818}
LOSS FROM OPERATIONS (7,121,568) (17,536,293) (2,803,673} (10457 148} {47,640} (144,280)
Exchange loss - net 6 (14.591.353) (5.839.395) (13,963,066} {3,535.398) (97.6049) (48.044)
LOSS BEFORE INTEREST AND TAXATION (21,712.921) {23,375,688) (16,766,739 (13,992, 546) (143,249} (192,324}
Fivance costs 17 (15,849.829) (8,807,576) (9.061.74%) (4,626,417} (106,027} (72.465)
LOSS BEFORE TAXATION (37,562,750) (32,183,264) (25,828,488) (L8,618.963) (251,276 (264,789}
Tuxation 18 (329.618) (227.951) (ITS:&ZJ) (101,072) (2.205) (L.BTS)
LOSS FOR THE PERIOD (37.892.369) (32,411,215) (26,004.311) (18,720,135) (253,481} {266,664 )
LOSS PER SHARE - BASIC AND DILUTED (Rupees) (LISS)
Loss attributable to:
*A ¢lass ordinary shares of Rs. 10 each (7.24) (6.19) (4.9T) {3.58) {0.05) {0.05)
"B chass ordinary shares of R3. 5 each (j.ga. (3.100 (2.4%) {1.79) !0.02; {0.03)
The annexed notes 1 1o 23 form an mtepral part of this unconsolidated condensed interim financial mformation.
1 c“v‘
Chiefh ncial Officer
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PAKISTAN INTERNATIONAL ATRLINES CORPORATION LIMITED
UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2019

Six months period ended Quarter ended Six months period ended
June 30, June 30, June 30, June 30, June 30, June 30,
2019 2018 2019 2018 2019 2018

— (Rupees in "000) (USS In "000)

Loss for the period (37,892,368) (32,411,215) (26,004,311) (18.720,135) (253,481)
Other comprehensive income

Ttems that will not be r!ciasﬂﬁed subsequently
1] lidated d interim
of profit or loss
Unrealised (loss) / gain on re-measurement
of investment at FVOCI (6,917) 20,317

ftems lhat \wll be reclassified subsequently to
densed interim of

profit or loss

Unrealised gain on r of
available for sale investment (865} (7

Total comprehensive loss for the period (37,300 286 (32,412,080) (25,083 594) (18,720,135 (153.527) (2666710

/Q,v

ChiefExecaig/Oficer ChUnancul Officer

LB [

T Chiet Excowivddticer i Chief Ringacial Officer

The annexed notes | to 23 form an integral part of this unconsolidated condensed interim financial information.
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PAKISTAN INTERNATIONAL AIRLINES CORPORATION LIMITED
UNCONSOLIDATED CONDENSED INTERIM STATEMENT OF CASH FLOWS (UN-AUDITED)

FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2019

Six months period ended Six ths period ended
June 30, June 30, June 30, June 30,
019 2018 2019 2018
Note —--mnemeem (Rupees in '000) ———-=--ememr wommmmmeeaee (USS in000) -—mmmmmeer
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations 20 14,280,014 6,063,052 95,526 49,884
Profit on bank deposits received 36,976 (9.246) 247 (76}
Finance costs paid (14,110,862) (7,541,121) {94,395) (62,045)
Taxes paid (247,556) (217.373) (1,656) (1,788)
Staff retirement benefits paid (346,714) (1,671,563) (2,319) (13,733)
Long-term deposits and prepayments - net 1,111,840 (37.083) 7438 (470)
Net cash generated from / (used in) operating activities 723,699 (3,433,334) 4,841 (28,248)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (5,114,484) (3.150,631) (34,213) (23,922)
Purchase of [ntangibles (33,037 (16,858) (221) (139)
P ds from sale of property, plant and equif i6 = # id
Net cash used in investing activities (5,147,485) (3,167,489) (34,434) (26,061)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of long-term financing {19,854 438) (6,609,819) (132,316) (54,383)
Proceeds from long-term financing 32,339,109 14,682 938 216,333 120,805
Repayment of term finance certificates (4,883,005) (2,923,174) (32,663) (24,051)
Proceeds from short term borrowings 253,539 153,586 1,696 1,264
Repayment of lease liabilities (320,937) (839.424) (2,147} (6.906)
Net cash generated from financing activitics 7,534,178 4,464,107 50,401 36,729
Inerease / (decrease) in cash and cash equivalents 3,110,392 (2,136,716) 20,808 (17,580)
Cash and cash equivalents at the beginning of the period (1,185,820) 1,090,312 (7,933) 8,971
Cash and cash equivalents at the end of the period 1,924,571 (1,046,404} 12,875 (8,609)
Cash and cash equivalents '
Cash and bank balances 5,403,804 2,453,534 36,149 20,187
Running finance under mark-up arrangements (3.479,233) (3.499.938) (23.274) (28.796)
1,924,571 (1,046,404} 12,875 (8,609)
The annexed notes | to 23 form an ingegral part of this i lensed interim financial information,

i ‘L’C@etntive Officer
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PAKISTAN INTERNATIONAL AIRLINES CORPORATION LIMITED

NOTES TO AND FORMING PART OF THE UNCONSOLIDATED CONDENSED
INTERIM FINANCIAL INFORMATION (UN-AUDITED)

FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2019

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 Pakistan International Airlines Corporation Limited ("the Company") was incorporated on January 10, 1955
under the Pakistan International Airlines Company Ordinance, 1955, which was subsequently repealed and
replaced by the Pakistan International Airlines Company Act, 1956. With effect from April 19, 2016, the
Company has been converted from a statutory company into a public limited company by shares, through Act
No. XV of 2016 *The Pakistan International Airlines Company (Conversion) Act, 2016’ (the Conversion Act)
approved by the Parliament of Pakistan. The Conversion Act has repealed the Pakistan International Company
Act, 1956 and the Company is now governed under the Companies Act, 2017 (The Act). According to the
Conversion Act, all assets, rights, license, privileges and benefits of which the Company was entitled were
transferred to the Company and the Companys has assumed all liabilities and obligations of the Company.
However, the management believes that in substance there is no change except for the legal status and
application of provisions of the Act,

The principal activity of the Company is to provide commercial air transportation, which includes passenger,
cargo and postal carriage services. Other activities of the Company include provision of engineering and allied
services.

1.2 During the current period, the Company incurred a net loss of Rs. 37.892.369 million (June 30, 2018: Rs.
32,411.214 million) resulting in accumulated losses of Rs. 487,803.72 million as of June 30, 2019 (December
31, 2018: Rs. 437,696.479 million). Further, as of June 30, 2019, current liabilities of the Company exceeded
its current assets by Rs. 288,844,179 million (December 31, 2018: Rs. 253,624.252 million).

In view of the situation described above, the management has made an assessment of the Company's ability to
continue as a going concern and based on the below mitigating factors, the management believes that though
the sustainability of the future operations of the Company is materially dependent on the support of the
Government of Pakistan (GoP), no material uncertainty exists and going concern assumption is appropriate.
Accordingly, this unconsolidated condensed interim financial information is prepared on a going concern basis.

a) GoP, being a major shareholder of the Company, through its letter dated September 02, 2008 and February
19, 2018 communicated that it would extend maximum support to maintain the Company's going concern
status.

b) In a meeting with the Honorable Prime Minister of Pakistan (PM) on December 30, 2017, following
decisions / steps have been taken by the GoP to support the Company:

b
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approval for reimbursement of markup for five years, accordingly an amount of Rs. 16,019 million has
been provided by GoP upto June 30, 2019,

GoP guarantee limit enhanced from Rs.178,085 million to Rs 222,107 million to meet the cash deficit.

Further, in a meeting with PM on April 4, 2019, the Company presented its strategic business plan 2019-23
and during that meeting PM assured GoP’s full support to the Company in terms of provision of funds
/equity in order to increase its potential to compete in the Aviation market. Thereafter, in Finance Act
2019, GoP has allocated Rs. 24,500 million in respect of mark-up support to the Company.

BASIS OF PREPARATION

tofc

This unconsolidated condensed interim financial information has been prepared in accordance with the
accounting and reporting standards as applicable in Pakistan for interim financial reporting. The accounting
and reporting standards as applicable in Pakistan for interim financial reporting comprise of:

- International Accounting Standard ([AS) 34, Interim Financial Reporting, issued by the International
Accounting Standards Board (IASB) as notified by the Act; and

- 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.

This unconsolidated condensed interim financial information does not include all the information and
disclosures required in the annual financial statements, and, therefore, should be read in conjunction with the
Company's annual unconsolidated financial statements for the year ended December 31, 2018,

The figures of the unconsolidated condensed interim statement of profit or loss and unconsolidated condensed
interim statement of comprehensive income for the quarters 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.

Items included in the unconsolidated condensed interim financial information are measured using the currency
of the primary economic environment in which the Company operates. This unconsolidated condensed interim
financial information is presented in Pakistani Rupees, which is the Company’s functional and presentation
currency.,
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23  The US $ amounts reported in the unconsolidated condensed interim statement of financial position,
unconsolidated condensed interim statement of profit or loss, unconsolidated condensed interim statement of
comprehensive income and unconsolidated condensed interim statement of cash flows are stated as additional
information, solely for the convenience of the users of this unconsolidated condensed interim financial
information. The US $ amounts in the unconsolidated condensed interim statement of financial position, have
been translated into US § at the rate of Rs. 160.0521 = US § 1 (December 31, 2018: Rs. 138.9241 = US § 1).
The US $ amounts in unconsolidated condensed interim statement of profit or loss, unconsolidated condensed
interim statement of comprehensive income and unconsolidated condensed interim statement of cash flows
have been translated into US $ at the rate of Rs. 149.4881 =US § 1 (June 30, 2018: Rs. 121.5425=US § 1).

3 ACCOUNTING POLICIES

The accounting policies and the methods of computation used in the preparation of this unconsolidated
condensed interim financial information are the same as those applied in the preparation of the annual audited
financial statements for the year ended December 31, 2018, except as disclosed below.

3.1  New accounting standards

The Company has adopted the following standards, amendments and interpretations to International Financial
Reporting Standards (IFRSs) which became effective for the current period:

IFRS 9 - Financial Instruments

IFRS 15 - Revenue from Contracts with Customers

[FRS 16 - Leases

IAS 19 - Employee Benefits: Plan Amendment, Curtailment or Settlement (Amendment) IAS 28

IAS 28 - Investments in associates and joint ventures: Long-term interest in Associates and Joint Ventures
(Amendments)

IFRIC 23 - Uncertainty over income tax treatments

The Company applied IFRS 9, [FRS 15 and IFRS 16 for the first time. The nature and effect of the changes as
a result of adoption of these new accounting standards are described below.

3.1.1 IFRS9 - Financial instruments

Effective from January 1, 2019, the Company has adopted IFRS 9, 'Financial instruments' which has replaced
IAS 39, 'Financial instruments: recognition and measurement’. The standard addresses recognition,
classification, measurement and derecognition of financial assets and financial liabilities. The standard has also
introduced a new impairment model for financial assets which requires recognition of impairment charge based
on 'expected credit losses' (ECL) approach rather than 'incurred credit losses' approach, as previously given
under 1AS 39. The ECL has an impact on the assets of the Company which are exposed to credit risk.
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The Company has adopted IFRS 9 from January 1, 2019 which resulted in changes in accounting policies,
reclassifications and adjustments to the amounts recognised in this unconsolidated condensed interim financial
information. However, in accordance with the transitional provisions specified in IFRS 9, the Company has
adopted modified retrospective approach and not restated comparative figures. The impact of adoption of this
standard is therefore recognised in the statement of financial position and retained earnings on January 1, 2019,

The nature and effect of the changes as a result of the adoption of IFRS 9 are as follows:
Financial assets
Classification and subsequent measurement

In accordance with IFRS-9, the Company has classified its financial assets in the following measurement
calegories:

at amortised cost;
at fair value through other comprehensive income (FVOCI); and
at fair value through profit or loss (FVPL).

At amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest (SPPI), and that are not designated at FVPL, are measured at
amortised cost. The carrying amount of these assets is adjusted by any expected credit loss allowance
recognised and measured are described below.

At fair value through other comprehensive income (FVOCI)

Investments in equity instruments classified at FVOCI are initially recognized at fair value plus
transaction costs. Subsequently, they are measured at fair value, with gains or losses arising from changes
in fair value recognized in other comprehensive income/(loss). For investments traded in active market,
fair value is determined by reference to quoted market price.

" At fair value through profit or loss (FVPL)

Financial assets that do not meet the criteria for classification at amortised cost or FVOCI are measured at
fair value through profit or loss. A gain or loss on a debt investment that is subsequently measured at fair
value through profit or loss and is not part of a hedging relationship is recognised in the statement of profit
or loss in the period in which it arises.
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Financial liabilities

There is no significant change in classification, measurement and recognition of financial liabilities as a result o
of IFRS 9.

Impairment

The Company assesses on a forward-looking basis the expected credit losses (ECL) associated with its debt
instrument assets carried at amortised cost and FVOCI. Expected credit losses (ECLs) are a probability
weighted estimate of credit losses. Credit losses are measured as the present value of all cash shortfalls (i.e. the
difference between cash flows due to the entity in accordance with the contract and cash flows that the
Company expects to receive). The Company recognises a loss allowance for such losses at each reporting date.
The measurement of ECL reflects:

- An unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes;
= The time value of money; and

- Reasonable and supportable information that is available without undue cost or effort at the reporting
date about past events, current conditions and forecasts of future economic conditions.

The following tables show the adjustments recognised for each individual line item. Line items that were not
affected by the changes have not been included.

Measurement Category In Carrying Amount
Financial Assets accordance with IAS 39 IFRS 9 Difference
- December 31, 2018 1AS 39 IFRS 9 (Rupees in "000)
Long-term investments Available for  Fair Value
Sale through OCI 183,228 183,228 -
Long-term deposits Loans and Amortized
receivables Cost 8,562,836 8,523,354 39,482
Trade debts - net Loans and Amortized
receivables Cost 16,377,366 15,277.319 1,100,047
Short-term deposits Loans and Amortized
receivables Cost 2,170,964 2,169,426 1,538
Other receivables Loans and Amortized
receivables Cost 8,070,202 8,070,202 -
Short-term investments Held for Fair Value
trading through Profit
) and Loss 19,220 19,220 -
Cash and bank balances Loans and Amortized
receivables Cost 1,734 448 1,731,824 2,624
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The difference has arisen due to implementation of expected credit loss model over the financial assets. The
reclassification change upon implementation of IFRS 9 did not result in any adjustment to amount recognised
in the statement of financial position.

The impact of transition to IFRS 9 on retained earnings and revaluation reserve as on January 01, 2019 is as
follows:

Retained Earnings (Rupees in "000)

Balances as at December 31, 2018 (437,696,479)
Impact of Adoption of IFRS 9 over

- Increase in provision of trade debts (1,100,047)
- Increase in provision of trade deposits (1,538)
- Increase in prevision of long-term deposits (39,482)
- [ncrease in provision of cash and bank balances, (2,624)
- Increase in deferred tax assets 331,671
- Adjustment of deferred tax against unutilized losses (331,671)
Opening Balance as at January 01,2019 (438,840,170)

The adoption of IFRS 9 resulted in increase in 'Other provisions and adjustments - net' and loss before tax of
Rs 76.012 million. The change in accounting Policy also resulted in increase in loss aller tax by Rs. 76.012
million and decrease in EPS by Re. 0.01521.

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade debts. To measure the expected credit losses, trade debts have
been grouped based on days past due. On that basis, the loss allowance as at January 1, 2019 (on adoption of
IFRS 9) and as at June 30, 2019 was determined as follows for trade debts:

The Company applies the [FRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade debts, To measure the expected credit losses, trade debts have
been grouped based on days past due. On that basis, the loss allowance as at January 1, 2019 (on adoption of
IFRS 9) amounted to Rs. 3.991 billion and loss allowance as at June 30, 2019 amounted to Rs. 4.067 billion.

IFRS 15 - Revenue from Contracts with Customers

IFRS 15 - Revenue from Contracts with Customers', supersedes IAS 11 'Construction Contracts', [AS 18
'Revenue' and related interpretations and it applies to all revenue arising from contracts with customers, unless
those contracts are in the scope of other standards. [FRS 15 introduces a single five-step model for revenue
recognition and establishes a comprehensive framework for recognition of revenue from contracts with
customers based on a core principle that an entity should recognise revenue when the control of goods or
services have been transferred fo customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services.

ko

@ PAKISTAN

]mernauonal /\lrlmes

20 PAKISTAN INTERNATIONAL AIRLINES




Contract liabilities are included within trade and other payables on the face of the statement of financial
position. They arise from the customers, which enter into contract that can take few years to complete, because
cumulative payments received from customers at date of each statement of financial position do not necessarily
equal the amount of revenue recognised on the contracts,

The Company elected the modified retrospective method and applied the standard retrospectively to only the
most current period presented in the unconsolidated condensed interim financial information. Accordingly, the
information presented for the corresponding period has not been restated. There were no material differences
between revenue recognition under IFRS 15 and revenue recognsition under IAS 11 or IAS 18 and accordingly,
the adoption of standard did not have any material impact on this unconsolidated condensed interim financial
information.

3.1.3 IFRS 16 - Leases

IFRS 16 supersedes IAS 17 Leases, [FRIC 4 Determining whether an Arrangement contains a Lease, SIC-15
Operating Leases Incentives and SIC-27 Evaluafing the Substance of Transactions Involving the Legal Form of
a Lease. The standard sets out the principles for the recognition, measurement, presentation and disclosure of
leases under IFRS 16, distinction between operating and finance leases has been removed and all lease
contracts, with limited exceptions.

The Company has adopted TFRS 16 from January 1, 2019, and has adopted modified retrospective approach
and not restated comparatives for the 2018 reporting period, as permitted under the specific transitional
provisions in the standard. The impact of adoption of this standard is therefore recognised in the opening
statement of financial position and retained earning on January 01, 2019.

On adoption of IFRS 16, the Company recognised lease liabilities which had previously been classified as
‘operating leases’ under the principles of IAS 17 Leases. These liabilities were measured at the present value of
the remaining lease payments, discounted using the Company’s incremental borrowing rate as of January 1,
2019. The lessee’s incremental borrowing rate applied to the lease liabilities on January 1, 2019 ranges
between 3.41% - 9.88% for foreign currency based liabilities and between 12.14% - 15.17% for PKR based
liabilities.

Lease linbility and Right-of-use asset

The Company mainly leases aircrafts, engines, local and international sales offices, and counters at various
airports. At inception of a contract, the Company assesses whether a contract is, or contains, a lease based on
whether the contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration. Lease terms are negotiated on an individual basis and contain a wide range of different terms
and conditions.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease, or if that rate cannot be readily
determined, the Company’s incremental borrowing rate.
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Lease payments include fixed payments, variable lease payment that are based on an index or a rate amounts
expected to be payable by the lessee under residual value guarantees, the exercise price of a purchase option if
the lessee is reasonably certain to exercise that option, payments of penalties for terminating the lease, if the
lease term reflects the lessee exercising that option, less any lease incentives receivable. The extension and
termination options are in Company's determination of lease term only when the Company is reasonably
certain to exercise these options.

The lease liability is subsequently measured at amortised cost using the effective interest rate method. It is
remeasured when there is a change in future lease payments arising from a change in fixed lease payments or
an index or rate, change in the Company estimate of the amount expected to be payable under a residual value
guarantee, or if the Company changes its assessment of whether it will exercise a purchase, extension or
termination option. The corresponding adjustment is made to the carrying amount of the right-to-use asset, or is
recorded in profit or loss if the carrying amount of right-to-use asset has been reduced to zero.

The right-of-use asset is initially measured at the commencement date of lease based on the initial amount of
the lease liability adjusted for any lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset, less any lease incentive received. The right-of-use asset is depreciated on a straight line
method over the lease term as this method most closely reflects the expected pattern of consumption of future
economic benefits. The right-of-use asset is reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

The Company has elected to apply the practical expedient not to recognise right-of-use assets and lease
liabilities for short term leases that have a lease term of 12 months or less and leases of low-value assets. The
lease payments associated with these leases is recognised as an expense on a straight line basis over the lease
term.

The impact of transition to IFRS16 on unconsolidated condensed interim financial information as on January

01, 2019 is as follows:

June 30, January 01,
2019 2019
Total lease liability recognised 33,729,004 34,711,844

The right-of use assets were measured on retrospective basis from the commencement of the respective lease
arrangements.
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June 30, January 01,

2019 2019
------- Rupees in '000 -
The recognised right-of-use assets relate to the following types of assets:
Property 3,302,326 1,576,804
Aircraft Fleet 23,741,501 24232222
Engines 8,981,840 9,254,196
Total right-of-use assets 36,025,666 35,063,223

The change in accounting policy affected the following items in the statement of financial position:

Impact on the statement of financial position

- Increase in property, plant and equipment 18,826,176 22,330,182
Increase in total assets 18,826,176 22,330,182
- Increase in liability against right-of-use asset 33,564,000 33,924,723
- Increase in deferred tax asset (15,193,151) (16,313,922)
- Adjustment of deferred tax against unutilized losses 15,193,151 16,313,922
Increase in total liabilities 33,564,000 33,924,723
Decrease in net assets (14,737,824) (11,594,541)
June 30, 2019
Rupees in'000
Impact on statement of profit or loss
- Increase in financial charges - interest expense on lease liability against 987,871
right-of-use assets
- Increase in exchange loss 4,312,077
- Increase in administrative expenses - depreciation on right-of-use assets 3,849,192
- Decrease in administrative expenses - office rent (6,005,856)
- Decrease in profit before taxation 3,143,283
- Tax charge @ 29% -
- Decrease in profit after taxation 3,143,283

Earnings per share for the year ended June 30, 2019 have decreased by Re. 0.6288 due to adoption of IFRS 16.
Practical Expedients applied

In applying IFRS 16 for the first time, the Company has used the following practical expedients permitted by
the standard:
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grandfathered the assessment of which transactions are lease on the date of initial application;

reliance on previous assessments on whether leases are onerous

the accounting for operating leases with a remaining lease term of less than 12 months as at January 01,
2019 as short-term leases

the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial
application, and

the use of hindsight in determining the lease term where the contract contains options to extend or
terminate the lease.

Significant accounting estimates and judgements

Estimates and judgments made by the management in the preparation of this unconsolidated condensed interim
financial information are the same as those applied in the preparation of the annual unconsolidated financial
statements of the Company for the year ended December 31, 2018 except as follows:

As part of the adoption of IFRS, the Company has made a number of estimates and judgements.. These
include;

As disclosed in note 3.1.2, the Company has used modified retrospective transition approach and has
measured right of use assets and lease liabilities accordingly.

The Company has identified certain obligations associated with the maintenance condition of its aircraft on
redelivery to the lessor, such as the requirement to complete a final airframe check, repaint the aireraft and
reconfipure the cabin. These have been recognised as part of the ROU asset on transition. Judgement has
been used to identify the appropriate obligations and estimation has been used (based on observable data)
to measure them. Other maintenance obligations associated with these assets, comprising obligations that
arise as the aircraft is utilised, such as engine overhauls and periodic airframe checks, will continue to be
recognised as a maintenance expense over the lease term.

For certain aircrafts, the Company has an option to purchase the aircrafts as at the end of the lease term.
The management believes that it is not reasonably certain to exercise the purchase option at the end of

lease term, and accordingly corresponding impacts have not been taken in the determination of Right of
Use Assets and lease liabilities.

June 30, December 31,
2019 2018
(Un-Anudited) (Audited)
PROPERTY, PLANT AND EQUIPMENT Note  —-=-— -—~Rupees in '000--—-----—

Operating fixed assets
- owned 61,532,024 61,925,043
- Right of use asset 34,466,691 13,130,399
95,998,715 75,055,442
Capital work-in-progress 2,537,648 2,971,163
08,536,363 78,026,605
beto

24" PAKISTAN INTERNATIONAL AIRLINES @ Eéﬁ!glﬁg




4,1  Included herein are the following additions / transfers / adjustments and deletions during the current period:

Six months period ended
June 30, June 30,
2019 2018
(Un-Audited) (Un-Audited)

—--—-—-—Rupees in "000---mmuemv

Owned
Building 13,892 498
Aircraft fleet 1,974,452 2,172,393
Office equipment 55237 -
Capital spares 168.231 184,339
Others 13,943 126,829
2,225,755 2,484,059
Right of use asset 3,322,241 -
Capital work in progress 2,041,789 1,346,122
Capital work in progress transferred to owned assets (2,475,304) (679,551)
5,114,481 3,150,630
June 30, December 31,
2019 2018
(Un-Audited) (Audited)
Note  —-——-- -—Rupees in '000--—-—-—-
5 TRADE DEBTS
Considered good
Due from GoP 2,220,978 2,455,722
Due from other customers 12,845,358 13,921,644
15,066,336 16,377,366
Considered doubtful
Government related 451,053 337,109
Other customers 3,616,405 2,554,289
Less: Allowance for expected credit loss (4,067,458) (2,891,398)
15,066,336 16,377,366
6 OTHER RECEIVABLES
Considered good
- related parties
Claims receivable 29,322 13,719
Excise duty 100,000 100,000
Sales tax receivable 6.1 5,157,841 4,947,540
5,287,163 5,061,259
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June 30, December 31,
2019 2018
(Un-Audited) (Audited)

- other than related parties
Lessor . 691,994 1,512,013
Others 1,505,286 1,496,929
7,484,443 8,070,202
Considered doubtful 337,431 334,807
Less: Allowance for expected credit loss (337.431) (334,807)

7,484,443 8,070,202

This includes, sales tax refundable aggregating Rs. 4,745.637 million (December 31, 2018: Rs. 4,745.637
million) representing unadjusted portion of input tax under Sales Tax Act, 1990 (the Act). The Company had
filed application for refunds of input sales tax up to December 31, 2011. In response, ACIR, Large Taxpayers
Unit (LTU) concluded that as the Company is engaged in both domestic and international air travel, therefore,
input tax paid is adjustable only against the domestic air travel services as no input tax adjustment is allowed
against the international air travel services.

However, the Company in consultation with its tax advisor believes that apportionment rule is not applicable in
the subject case interalia, at first instance, no sales tax was required to be collected at import stage on capital
goods (spares / engines / aircraft) in view of the exemption available under entry No. 16 of SRO 575(1)/2006,
which is applicable to the Company being registered as a Service Provider in transportation business and
registered as service provider under the Act. The management has represented its view to the tax authorities
and is confident that sales tax was not payable on such imports and the amounts collected from the Company at
the import stage shall be eventually recovered / adjusted.

This represents receivable from lessor in respect of overhauling incurred by the Company on leased aircrafis.

June 30, December 31,
2019 2018
(Un-Audited) (Audited)
Note o (Rupees in '000)
CASH AND BANK BALANCES

In hand 17,251 11,945

With banks

- in current accounts i 3,468,838 520,023

- in deposit accounts i £ 1,917,715 1,202,480
5,386,553 1,722,503
5,403,804 1,734,448
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7.1  These had been adjusted by an aggregate amount of Rs. 4,538.768 million (2018: Rs. 3.290.876
million), representing book overdrafis.

7.2 These carry interest ranging from 0.1% to 7.5% (2018: 0.1% to 7.5%) per annum and have been
adjusted by an aggregate amount of Rs. 1.1 million (2018: Rs. Nil), representing book overdrafts.

7.3  These include bank balance of BDT 674.685 million (Rs. 1,301.461 million) held at National
Bank of Pakistan, Dhaka and Habib Bank Limited, Dhaka. The management of the Company is
currently facing challenges in remittance of such balance to Pakistan due to compliance /
procedural matters. However, the Company holds clean and absolute title of subject bank
accounts, being free to make payments / transfers within Bangladesh territory.

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

-------- (Rupees in '000) ---------
8 LONG -TERM FINANCING

Opening 199,173,286 143,556,479
Financing obtained during the period 32,339,109 70,968,750
Repayment during the period (19.,434,262) (27,477,312)
Exchange loss 9,058,803 12,125,369
221,136,936 199,173,286
Less: Current maturity (60,832,569) (50,430,292)

160,304,367 148,742,994

; R ik ¢ Reayment Numberof June 30, December 31,
Financier Note i i e Repettt instaiment! 019 w18
A R, e Mode {Un-Audited) (Audited)
= (Rupees in 000 —meemeee
From Banking Companies - secured
Askar: Bank Limited LA Term finance PKR 10,000 2021 - 2023 6 monthly 10,000,000 4,000,000
The Bark of Punjsh 81 Term finance PKRE000  2019-2004 60 Monthly 5,744,858 s
The Back of Punjab LA Term finance PER 5,000 2019 - 2022 36 monthly 4,205,205
Faysal Bank Limited BRI Term finance PERS000 20192024 60 Monthly 4,959,950
Others - ansecured
Lang-term loan - GoP Term finance PKR 16,768 2023 - 2038 - 16,768,181 6,016,568
41,728,194 10,016,568

8.1 The facility is secured by way of unconditional and irrevocable GoP guarantee for an amount
equivalent to the facility amount.
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June 30, December 31,
2019 2018

(Un-Audited) (Audited)
wmneemene= (Rupees in '000) -=-=-----

LEASE LIABILITIES

Present value of minimum lease payments:

- Aircraft fleet
- Properties
- Engines

Technical ground equipments

Less: Current maturity of lease liabilities

TRADE AND OTHER PAYABLES

Trade creditors
Goods
Services
Airport related charges

Others
Accrued liabilities
Advance against transportation (unearned revenu
Obligation for compensated absences
Unredeemed frequent flyer liabilities
Advances from customers
Payable to employees' provident fund
Collection on behalf of others
Customs, Federal excise duty and Sales tax
Federal excise duty - International travel
Income tax deducted at source
Short-term deposits

I

30,560,634
1,565,981
1,383,744

2,099.119

33,510,359
218,644

2,099,119
262,399

33,729,003
(13,939,322)

2,361,518
(2,188,747)

19,789,681

172,771

19,871,226
13,393,216
35,001,905

19,167,119
11,895,065
32,329,376

68,266,348

8,110,229
15,910,839
8,063,043
649,360
5,222,757
10,960,835
49,948,178
2,010,072
9,963,311
2,319,265
666,573

63,391,560

6,518,788
13,150,950
7,367,021
649,360
1,032,339
11,190,851
46,035,290
2,580,447
9,959,757
2,075,338
618,856

182,090,809

164,570,556
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10.1 These include management fee amounting to Rs. 36.577 million (December 31, 2018: Rs.
68.551 million) payable to PIA Investments Limited, a subsidiary company.

10.2 This represents amount deducted from employees on account of contribution to Provident
Fund, the Company's own contribution and deductions from employees on account of loan
recoveries on behalf of Provident Fund which is payable to Pakistan International Airlines
Corporation Provident Fund (PF), which could not be paid to PF within 15 days as required by
Section 218 of the Act due to the liquidity constraints. Hence, mark-up thereon have been
accrued based on the discount rate as announced by the State Bank of Pakistan upto April 19,
2016 and thereafter based on 1 month KIBOR.

10.3 Upon the adoption of IFRS - 15, these balances have been presented as contract liabilities.

June 30, December 31,

2019 2018
(Un-Audited) (Audited)
Note (Rupees in "000) —------

11  ACCRUED INTEREST

Mark-up / profit payable on:

- Long-term financing 9,315,789 8,719,366

- Mark-up reimbursement loan from GoP 607,159 73,376

- Term finance certificates 462,952 510,513

- Sukuk certificates 174,512 156,128

- Lease liabilities 1,039 1,064

- Short-term borrowings 1,055,557 593,272

- Provident fund 6,342,090 5,714,038

- Advance from a subsidiary 1,017,359 763,823

18,976,457 16,531,580

12 SHORT-TERM BORROWINGS

Short-term loans - secured 31,780,625 31,527,089

Running fihance under mark-up arrangements 5 3,479,233 2,920,269

35,259,858 34,447,358

During the period, no fresh borrowing was availed by the Company, however certain
agreements were matured and renewed on their respective maturity date.

13 CURRENT MATURITY OF NON-CURRENT LIABILITIES

Long-term financing 60,832,569 50,430,292
Term finance and sukuk certificates 16,188,657 19,017,352
Lease liabilities 13,939,322 2,188,747

90,960,548 71,636,391
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Six months period ended Quarter ended

June 30, June 30, June 30, June 30,
2019 2018 2019 s
(Un-Audited)

(Rupees in "000) -

REVENUE - NET

Passenger 39,131,108 41,032,826 30,734,734 18,280,992
Cargo 2,373469 2,010,652 1,234,958 634,982
Excess baggage 451,333 321,809 359,198 185,585
Charter services 896,687 45,196 870,254 27,781
Engineering services 305,978 393,783 129,208 202,691
Handling and related services 269,463 212,101 198,698 81,863
Mail 73,971 87,346 39,983 56,067
Others 2,421,675 1,486,402 1,597,480 761,475

65,923,687 45,590,115 35,164,603 20,231,436

COST OF SERVICES - OTHERS

Salarics, wages and allowances 6,773,865 6,926,111 3,247,654 3,445,868
Welfare and social security costs 939,944 1,088,401 538,679 459,103
Retirement benefits 1,730,672 1,103,911 866,836 307,034
Compensated absences 500,087 443,180 249,719 251,803
Legal and professional charges 21,931 21,448 10,735 6,549
Stores and spares consumed 1,707,824 703,856 1,573,283 297,002
Maintenance and overhaul 7407978 3,066,162 3,157,838 2,327,310
Flight equipment rental 1,414,458 5,159,751 777,158 2,282,615
Landing and handling 10,061,399 7,911,284 5,356,009 3,784,263
Passenger services 1,572,615 1,112,925 708,034 308,914
Crew layover 1,805,662 1,663,333 BE&6,037 875,171
Staff training 15,205 42,759 9,891 17.866
Utilities 17.117 20,014 9,373 7.263
Communication 1,225,093 2,073,071 574,779 1,042,839
Insurance 979,208 614,218 494,853 331,422
Rent, rates and taxes 189,060 242,624 69,809 118,087
Printing and stationery 124,074 111,400 71,774 65,857
Depreciation 7,254,994 22,409,806 3,852,606 1,203,820
Amortisation of intangibles 3,725 3,364 1,946 1,712
Others 355,624 620,879 208,340 417,460

44,120,717 37338497 22,665,352 17,641,968

EXCHANGE LOSS - NET

During the year, the functional currency of the Company was depreciated by 15.2 % resulting in
exchange loss of Rs.10.3 billion in respect of financing in foreign currencies. Further, during the
period the Company has adopted IFRS 16 "Leases" and recognized lease liabilities which had
previously been classified as "Operating Leases" under the IAS 17: Leases. Accordingly, the
Company has recorded exchange loss of Rs 4.3 billion on above lease liabilities as on June 30,
2019. However, these effects are expected to be reversed to a certain significant extent at year end
i.e. December 31, 2019 due to appreciation in functional currency in subsequent period.
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Six months period ended Quarter ended
June 30,2019 June 30,2018 June 30,2019 June 30,2018
(Un-Audited)
(Rupees in "000) ——nmmmmemmeeeeee e

17 FINANCE COSTS

Mark-up / profit on:
- long-term financing 10,199,624 5,504,991 4,649,182 2,910,757
- term finance certificates 624,178 677,364 283,735 334815
- Profit on sukuk certificates 407,634 271,627 215,148 138,831
- short-term borrowings 2,039.221 1,311,476 1,093,054 663,682
- interest on loan from GoP against markup 533,782 - 266,891 -
- advance from a subsidiary 122,138 80,382 62,870 80,382
171 13.926,577 7.935,841 6,370,880 4,128 468
Lease liabilities 1,017,618 84,047 1,000,531 82,358
Discounting on deposits {30,001 (19.234) (30,001) (19,234)
1l1wrcst on provident fund 619,473 373,079 317,119 139,363
2 agency and i fee 225957 253 991 142,223 126,790
A isation of prepaid exp fee 22,065 B2,358 5,658 45,197
Bank charges, guarantee commission and other related
charges 68,140 57,494 26,715 19,427
15,849,829 §.807.576 8,033,126 4,542,369

17.1 During the six months period ended June 30, 2019, finance cost increased by 74% as compared to
the corresponding period last year. Major reason for this increase is the significant hike in
Monetary Policy Rate which increased from 6.5% to 12.5% during the period under review, which
lead to an increase in finance cost by significant amount.

18 TAXATION

Current 329,618 227.951 175,823 101,172

There has been no material change in the status of tax contingencies as disclosed in notes 36.1 to
the unconsolidated financial statements for the year ended December 31, 2018.

19 CONTINGENCIES AND COMMITMENTS
19.1 Contingencies

a) The tax department had raised demand of Rs. 566.544 million (2018: Rs. 566.544 million) in
December 30,1998, as Federal Excise Duty (FED) along with penalty of Rs. | million (2018: Rs. 1
million) and additional duty of Rs. 2,923.005 million (2018: Rs. 2,923.005 million) on the
contention that the Company had not collected FED on tickets provided to its employees either free
of cost or at concessional rates. The Company has paid Rs. 100 million (note 8) against the subject
demand which is considered fully recoverable from the department. Company has filed appeal
before Appellate Tribunal Inland Revenue (ATIR) which was remanded back to ACIR. However,
remand back proceedings are still pending. Based on consultation with legal advisor, the
management believes that the case will be decided in the favor of the Company. Accordingly, no
provision has been made in this unconsolidated condensed interim financial information in this
regard.
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The tax department had also raised demands of Rs. 6.804 million (2018: Rs. 6.804 million) and
Rs. 277.621 million (2018: Rs. 277.621 million) on March 11, 2008 as FED and sales tax
respectively along with penalty of Rs. 14.416 million (2018: Rs. 14.416 million) and additional
duty / default surcharge of Rs. 17.91 million (2018: Rs. 17.91 million) during the tax audit of the
Company for the periods 2004-2005 and 2005-2006. These demands were raised on the issues of
late payment of FED, collection of FED at incorrect rate, incorrect apportionment of input tax
and failure to collect FED on carriage of goods / mail of Pakistan Post. The Company has paid an
amount of Rs. 25 million (2018: Rs. 25 million) in this regard which is considered fully
recoverable. The Company filed an appeal with the Collector of Customs, Sales Tax and Federal
Excise (Appeals), which was decided partially in its favor, partially against it and partially
remanded back. The Company and the department both have filed appeals at the ATIR which is
remanded back however, remand back proceedings are still pending. Based on consultation with
legal advisor, the management believes that the case will be decided in the favor of the
Company. Accordingly, no provision has been made in this unconsolidated condensed interim
financial information in this regard.

As per order dated February 25, 2010, the tax department has raised demands of Rs. 2.065
million (2018: Rs. 2.065 million) and Rs. 1,319.101 million (2018: Rs. 1,319.101 million) as
FED and sales tax respectively along with penalty of Rs. 66.058 million (2018: Rs. 66.058
million) and additional duty / default surcharge of Rs. 534.412 million (2018: Rs. 534.412
million) during the tax audit of the Company for the period 2007-2008. These demands were
raised mainly on the issues of collection of FED at incorrect rate and incorrect apportionment of
input tax. The Company filed appeal at Commissioner Inland Revenue (Appeals) [CIR (A)],
which was decided in favor of the tax department. The Company had filed appeal against this at
ATIR and a rectification application with CIR (A). The Tribunal has disposed off the Company's
appeal, vide appellate order STA No. 08/KB/2011 dated September 26, 2016, remanded back
the issues of incorrect rates of FED charged on excess baggage and disallowance of claim of
input tax. Further, tribunal has deleted the penalty. Based on consultation with tax advisor, the
management believes that the case will be decided in the favor of the Company. Accordingly, no
provision has been made in these unconsolidated condensed interim financial information in this
regard.

The tax department through orders dated March 06, 2009, December 04, 2010 and May 30, 2011
levied penalties of Rs. 5,877.351 million (2018: Rs. 5,877.351 million), Rs. 5,679.110 million
(2018: Rs. 5,679.110 million) and Rs, 7,025.270 million (2018: Rs. 7,025.270 million),
respectively, on account of delayed payment of sales tax and FED for the month of November —
December 2008, January — March 2010 and November 2010 — January 2011, respectively. In
addition to this, the tax department levied default surcharge and 5% penalty on the unpaid FED
and sales tax amounting to Rs. 38.88 million, Rs. 21.11 million and Rs. 74 million, respectively.
The Company filed application for waiver of penalty for the month of November — December
2008 before Federal Board of Revenue (FBR) on which the decision is pending.
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The CIR (A) deleted the penalties of Rs 5,679.110 million and Rs. 7,025.270 million,
respectively, through its order dated September 19, 2011, however, default surcharge and 5%
penalty on the unpaid FED and sales tax were maintained. The Company and the department
have filed appeals with ATIR, which were decided in favor of the Company. Further, for the
months of January — March 2010 and November 2010 — January 2011, the Company had filed an
application for rectification, which was disposed off by ATIR on July 22, 2016 while
maintaining the default surcharge.

On April 30, 2013, the Additional Commissioner Inland Revenue (ACIR) levied penalty of
Rs.4,745.852 million (2018: Rs. 4,745.852 million) in respect of short payment of sales tax and
FED for the tax periods April 2012 to January 2013. In addition, the tax department levied
default surcharge on unpaid sales tax and FED amounting to Rs. 400.446 million (2018: Rs.
400.446million). The Company filed an appeal against the said orders before CIR (A), which
was decided in favour of the department. Subsequently, the Company has filed an appeal against
this at ATIR level, Tribunal has deleted the penalty but maintained default surcharge which 1s
challenged by the Company in Sindh High Court, the decision is pending adjudication.

The ECC communicated its decision through its letter dated July 12, 2013, directing the
Company and the FBR to reconcile the outstanding amounts and meanwhile the date for payment
of outstanding dues in respect of FED, shall be deemed to be extended till further consideration
by the ECC. Further, based on consultation with legal advisor, the management believes that the
case will be decided in favor of the Company. Accordingly, no provision is required to be
recognized in this unconsolidated condensed interim financial information in respect of penalties
and default surcharge.

e)  On February 22, 2016, DCIR issued a show cause notice on the same grounds as involved in
sales tax refund (refer note 8.2) which was contested by the Company before the Honorable High
Court Sindh (SHC) and obtained stay order in favor of the Company. Subsequently on November
01, 2016, DCIR issued an order amounting to Rs. 6,747.669 million (2018: Rs. 6,747.669
million) under Section 11 of the Sales Tax Act, 1990 in respect of tax years 2010, 2011 and 2012
on the contention that the Company has adjusted excess input tax amounting to Rs. 2,603.502
million, Rs. 2,629.350 million and Rs. 1,514.818 million in the returns for tax year 2010, 2011
and 2012 respectively without considering that the matter was in court. Being aggrieved, the
Company has filed appeal before CIR(A) against the said DCIR order, which was decided by
CIR(A) in favor of the Company through their order dated June 29, 2017 remanded back the case
to DCIR and accordingly, the Company has withdrawn the appeal filed before SHC. Later, the
department has issued hearing notice in January, 2019 followed by notices on October 24, 2019
and November 07, 2019 for remand back proceedings .
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DCIR passed orders dated March 04, 2016 and November 30, 2015 and raised demand of Rs.
24.086 million and Rs. 55.691 million respectively, while disallowing input tax claimed, demand
for sales tax along with default surcharge and penalty for periods February 2014, March 2014,
and July 2014 on the contention that the Company has claimed additional input tax. The
management has filed an application for condonation of time limit and issuance of necessary
directions for the activation of option for revision of returns which is pending. Based on legal
advice, the management is confident that this matter will ultimately be decided in the Company’s
favor, hence no provision is made in this unconsolidated condensed interim financial information
in this respect.

During the year DCIR passed order dated September 29, 2017 and raised a demand of Rs.
257.439 million for the short payment of Federal Excise Duty for the month of January 2017
along with penalty of Rs. 1,287.197 million. The Company has filed an appeal with CIR(A)
against the order since it did not take into account the payment already made on June 30, 2017
and September 15, 2017 which were before the date of order. Subsequently, CIR(A) vide order
dated March 27, 2018 decided the matter in favor of the Company and deleted the penalty.

19.1.1 Other contingencies

h) Competition Commission of Pakistan (CCP) vide its order dated November 20, 2009 has
imposed a token penalty of Rs. 10 million on account of unreasonable increase in Hajj fare
during the year 2008 as compared to Hajj season 2007. Further, on account of discrimination
between Hajj passengers and regular passengers the Company was directed to work out an
amount of refund to be paid back to Hajis based on the difference of fare between regular
passengers and short duration Hajis who flew during Hajj season 2008. The total amount of
refund estimated by the Company is Rs. 417 million. The Company has filed appeals
simultaneously in Lahore High Court and the Supreme Court of Pakistan. However, after the
order of the Honourable Supreme Count in July, 2017, the appeal has been transferred to the
Competition Appellate Tribunal, Islamabad. Management believes that both appeals will be
decided in its favour. Accordingly, no provision has been made in this unconsolidated condensed
interim finanecial information in this regard.

The Civil Aviation Authority (CAA) has been claiming excessive amounts from the Company
which mainly relates to non-aeronautical charges comprising of land lease rent and the license
fee. As at June 30, 2019 the excessive amounts claimed by CAA which are not acknowledged by
the Company aggregated to Rs. 32,618.903 million including late payment surcharge and interest
thereon amounting to Rs.29,877.782 million. In view of the understanding reached through a
Memorandum of Understanding (MolU) which was concluded in the meeting held on January
24, 2011 between the representatives of the Company and CAA, the management does not
accept the higher amounts being claimed by CAA.
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During the aforementioned meeting, the matter of chargeability of rates for non-aeronautical
services was amicably resolved whereby it was agreed that CAA shall charge rates as were
decided in the arbitration award of 1998. The MoU was signed in the form of minutes of the
meeting, however, CAA has continued to charge higher rates for non-aeronautical services rather
than those agreed by virtue of the said MoU. However, the management maintains its position on
the chargeability of rates based on arbitration award of 1998 and the understanding (MoU)
reached between the representatives of CAA and the Company during January 2011.

Further, in relation to the aforementioned surcharge and interest payable, the management
considered that the same are not part of the Company’s agreement with CAA and accordingly in
view of the management such surcharge and interest payable shall never be paid by the
Company. The Company is considering to take up this matter again with the Aviation Division
of Government of Pakistan for resolution in the light of the previous understanding reached with
CAA. Accordingly, no excessive amount shall eventually become payable to CAA and therefore,
no provision for the excessive amount has been made in this unconsolidated condensed interim
financial information.

1) Various ex-employees of the Company have lodged claims against the Company for their dues
specifically relating to their reinstatements aggregating to Rs. 2,132.228 million (2018: Rs.
2,132.228 million). The Company is contesting several litigations mainly relating to suits filed
against it for unlawful termination of contracts, breach of contractual rights and obligations, non-
performance of servicing stipulations due to negligence or otherwise. The management is of the
view that these cases have no sound legal footing and it does not expect these contingencies to
materialise. Accordingly, no provision has been made in this unconsolidated condensed interim
financial information against these claims amounting to Rs. 629.561 million (2018: Rs. 629.561
million).

k)  Contingencies relating to income tax matters are disclosed in note 18 to this unconsolidated
condensed interim financial information.

19.2 Commitments

a) Commitments for capital expenditure amounted to Rs. 193.475 million (2018: Rs. 27.371

b) Outstanding letters of credit amounted to Rs. Nil (2018: Rs. 8.637 million).

c) Outstanding letters of guarantee amounted to Rs. 196.852 million (2018: Rs. 222.891 million).

d) The Company has entered into an agreement for purchase of aircraft, the remaining commitments
of which aggregate to US$ 1,527.904 million (2018: USS$ 1,527.904 million) equivalent to Rs.
244,544,244 million (2018: Rs. 212,262,721 million) based on catalogue prices. The Company
has not made certain payments on its due dates as per the terms of the agreement.
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Six months period ended
June 30, June 30,
2019 2018
(Un-Audited)
—emmmeme= (Rupees in '000) ----——
20 CASH GENERATED FROM OPERATIONS

Loss before tax (37,562,750)  (32,183,264)

Adjustments for:
Depreciation 7,279,895 2,428,941
Gain on disposal of property, plant and equipment (36) (5,032)
Amortization of intangibles 46,568 42,053
Provision for slow moving stores and spares 69,303 98,308
Provision for employees' benefits 3,643,646 2,402,187
Provision for expected credit loss 76,012 150,000
Finance costs 15,849,829 8,807,576
Unrealised exchange loss 10,326,956 5,113,006
Profit on bank deposits (36,976) 9,246
(307,552)  (13,136,978)

Working capital changes :
(Increase) / decrease in:
Stores and spares 510,241 (794,394)
Trade debts 91,326 1,010,414
Advances (2,703,544) (498,121)
Trade deposits and prepayments (1,067,356) 1,013,437
Other receivables ; 585,958 138,750
(2,583,375) 870,087
Increase in trade and other payables 17,170,942 18,329,943
14,587,567 19,200,030
14,280,014 6,063,052

TRANSACTIONS WITH RELATED PARTIES

Following arec the related parties with whom the Company entered into transactions or
agreements and / or arrangements in place during the year:

Name of Related Parties Direct —
Shareholding SALnaRIp
Government of Pakistan 92% Major Shareholder
PIA Investments Limited (PIAIL) 100% Subsidiary
Skyrooms (Private) Limited 100% Subsidiary
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Name of Related Parties

Abacus Distribution Systems Pakistan
(Private) Limited

Post Retirement Benefits

PIA Main Pension Fund

PIA PALPA Fund

PIA FENA Fund

Profit oriented state controlled entities
Pakistan State Oil Company Limited
Pakistan Civil Aviation Authority
National Bank of Pakistan

National Insurance Corporation Limited
Federal Board of Revenue

Amir Ali

Younus M Khan

Amanullah Qureshi

Maj Khuram Mushtaq

Nayyar Hayat

Omer Razzaq

Aijaz Mazhar

AVM Soban Nazir Syed

AVM Noor Abbas

Mr. Muhammad Shuaib

Kashif Rehman Rana

Air Marshal Arshad Malik

Air Cdre Khalid Ur Rehman

Air Cdre Jibran Saleem Butt

Air Cdre Jawad Zafar Chaudhry

Air Cdre Shahid Qadir

Mr. Khalilullah Shaikh

Air Cdre Aamer Altaf

Direct
Shareholding

70%

Relationship

Subsidiary

Post Retirement Benefits
Post Retirement Benefits
Post Retirement Benefits

State owned / controlled entities
State owned / controlled entities
State owned / controlled entities
State owned / controlled entities
State owned / controlled entities
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel
Key management personnel

The related parties of the Company comprise of subsidiaries, profit oriented state-controlled
entities, directors, key management personnel and employee benefit funds. The Company in the
normal course of business carries out transactions with various related parties. The transactions
with related parties, other than those relating to issuance of tickets at concessional rates to
employees and directors according to the terms of employment / regulations and those not
mentioned elsewhere in this unconsolidated condensed interim financial information are as
follows:
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Name of Related Parties and relationship with the Company

Skyrooms (Private) Limited — Subsidiary

PIA Investments Limited - Subsidiary
Minhal France 5.A -Subsidiary
Abacus Distribution Systems Pakistan
(Private) Limited - Subsidiary
Retirement funds

Profit oriented state-controlled entities -
common ownership

GoP - Major shareholder
Key management personnel

Payments made against in-
transit passengers

Services hired

Management fee expense
Finance cost on advance
Management fee income

Charges in respect of courier

Contribution to provident Fund an
Interest on Loan from pension

Purchase of Fuel
Insurance premium

Late payment interest
Finance costs

Airport Related charges
Finance cost charged
Salaries, wages and other
benefits

Six months period ended

June 30,
2019
(Un-Audited)

June 30,
2018
(Un-Audited)

s —— (Rupees in '000) ——

144,860
385,597

36,577
122,138
38,502

48

2,514,492
628,052

12,828,611
968,091
887,000

2,856,947
6,597,358
930,494

56,714

FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES

Financial risk factors

121,961
283,517

34,261
80,382
36,006

48

1,236,181
373,097

8,601,515
617,046
634,757

2,076,342

6,150,000
396,712

81,708

This unconsolidated condensed interim financial information does not include all financial risk
management information and disclosures which are required in the annual financial statements
and should be read in conjunction with the Company annual financial statements for the year
ended December 31, 2018. There have been no changes in any risk management policies since

the year end.
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22.2 Fair value estimation

As at June 30, 2019, the Company's all assets and liabilities are carried at cost except for those
mentioned below:

a) The Company's leasehold land, buildings on leasehold land and airfleet are stated at revalued
amounts, being the fair value at the date of revaluation, less accumulated depreciation and
subsequent accumulated impairment losses, if any;

b) The Company classifies long-term investments in listed companies measured in the
unconsolidated condensed interim statement of financial position at fair values; and

c) The carrying value of all financial and non-financial assets and liabilities measured at other
than cost in these unconsolidated condensed interim financial information approximate their

23. DATE OF AUTHORISATION FOR ISSUE

This unconsolidated condensed interim financial information was authorised for issue by the
Board of Director in their meeting held on February 11th, 2020 .
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PAKISTAN INTERNATIONAL AIRLINES CORPORATION LIMITED
CONSOLIDATED CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2018

June 30, December 31, June 30, December 31,
2019 2018 2019 2018
(Un-Audited) (Audited) (Un-Audited) (Audited)
Note Rup in '000 US$ in "000

ASSETS

NON CURRENT ASSETS

Fixed assets

- Property, plant and equipment 245,705,081 205,028 522 1,535,157 1,475,831

- Intangibles 5,460,520 4,803,127 34,117 34,574
251,165,601 209,831,649 1,568,274 1,510,405

Long-term investments 268,930 272,790 1.680
Receivable from Centre Hotel 1,209,067 1,049 462 7,554
Long-term deposits and prepayments 7,738,153 8,893,334 48,348
Total non-current assets 260,281,751 220,047,235 1,626,856

CURRENT ASSETS

Stores and spares 3,459,524 4,030,887 21,615
Trade debts 15,831,075 17,110,912 98,912 123,167
Short-term loans and advances 5,379,397 2,592 282 33,610 18,660
Trade deposits and prepayments 4,446,720 4,143 665 27,783 29,827
Other receivables 8,476,990 8,482 435 52,964 61,058
Short-term invesiments 19,220 19,220 120 138
Cash and bank balances 11,312,409 6,564,972 70,680 47,256
Total Current assets 48,925,334 42,044 374 305,684 309,121
TOTAL ASSETS 309,307,087 262,991.609 1,932,540 1,883,060
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES

Issued, subscribed and paid-up share capital 62,345,110 52,345 110 327,050 376,789
Resesrves 12,985,269 9,437 819 81,132 67,935
Surplus on revaluation of property, plant and equipment - net 105,152,029 94,911, 477 656,986 683,189
Accumulated losses (477,353,098) _ (426,576,865) (2,982,486) _ (3.070,575)
Attributable to the Holding Holding Company's shareholders (306,870,689) (269,882.459) (1,917,318) (1,942,662)
Non-controlling interest 3,418,742 3,005.439 21,360 21,634

TOTAL EQUITY (303,451,947) (266,877,020} (1,895,958) (1,921,028)

NON-CURRENT LIABILITIES

Long-term financing 179,858,324 164,561,875 1,123,749 1,184,545
Term finance and sukuk certificates - 2,054,401 - 14,788
Lease Liabilities 19,789,682 172,771 123,645 1,244
Long-term advances and deposits 145,149 125,990 907 907
Darivative 122,530 107,009 766 770
Deferred taxation 38,957,783 33,871,104 243,407 243,810
Deferred liabilities 43,087 408 38,250,352 269,208 275,333
Total Non currant liabilities 781960876 239,143,502 7,761,663 T721.397
CURRENT LIABILITIES
Trade and other payables 185,117,698 167,728,555 1,156,609
Unclaimed dividend - Preference shares 3,297 3.297 26
Accrued interest 18,306,245 15,824,417 114,377
Pravision for taxation 1,150,508 1,085,108 7.182
Short-term borrowings 35,259,858 34,447,358 220,302
Current maturities of non - current liabilities 90,960,549 71,636,392 568,318 515,651

Total current liabllities 330,798,156 290,725,128 ,066,814 2,092,601
TOTAL LIABILITIES 612,759,032 529,868,630 828,497 3,814,088
TOTAL EQUITY AND LIABILITIES 308,307,087 262,901,609 932,540 1,803,060

CONTINGENCIES AND COMMITMENTS

The annexad notes 1 to 20 an integral part of these cor
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PAKISTAN INTERNATIONAL AIRLINES CORPORATION LIMITED
CONSOLIDATED CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS (Un-audited)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2019

Six months period ended Quarter Ended Six hs period ended
June 30, June 30, June 30, June 30, June 30, June 30,
2019 2018 2019 2018 2019 2018
Note Rup in ‘000 US§ in '000
REVENUE - NET 12 73,707,715 52,278,885 40,279,238 24,356,490 493,067 450,544
COST OF SERVICES
Ajrcraft fuel (22,480,492)|| (19.489,666)| | (14,347,254)| (11,356,428) (150,383) (167,264)
Others 13 (48,551,743)|| (40,811,735)|| (265,156,511)| (21,597,9785) (324,787) (351,719)
(71,032,235) (60,301.401)  (39,503,765) (32,954,404) (475,170) (619,683)
GROSS PROFIT 2,675,480 (8,022,518) 775,473 (8,597 914) 17,897 (69,139)
Distribution costs (3,522,400) (2,961,456) (1,999,672) (1,438,728) (23,563) (25,522)
Administrative expenses (6,672,443) (5,637,083) (4,101,8686) (3,066,506) (44,635) (48,581)
Other provisions and adjustments (1,031,449) (710,110) (412,302) (166,963) (6,900} (6,120)
Other income 1,316,203 386,982 1,238,924 308,703 8,805 3,335
(9,910,089) (8,921,667) (5,274,916) (4,362,435) (66,293) (76,888)
LOSS FROM OPERATIONS (7,234,609) (16944,183) (4,499,442) (12,960,408) (48,396) (146,027)
Exhange Loss - net 15 (14,581,353) (5,839,395)  (14,347.181) (5,730,025) (96,685) (60,309)
LOSS BEFORE INTEREST AND TAXATION (21,825,962) (22,783,578) (18,846,623) (18,680433) (145,081) (196,336)
Finance costs 14 (16,381,090) (8,171,551) (9,161,.523) (5,162,835)  (109,581) (79,041)
Share of loss from associated Holding Company (572) (432) (157) (157) (4) (4}
LOSS BEFORE TAXATION (38,207,623)  (31,955561) (28,008,302) (23,853425) (254,676) (275,381)
Taxation 16 {356,032) 1375,142) (200,796) (248,348) (2,375) (3,233)
LOSS FOR THE PERIOD (38,562,656) _ (32.330,703) _ (28,209,098) (24.101.773) _ (267,051) (278,629)
Attributable to:
Equity holders of the Holding Holding Company (38,561,360) (32,381,938)  (28,206,913) (24,152119) (257, 042] (279,071)
Non-controlling interest {1,296) 51,235 (2,185) 50,346 442
(38,562,656)  (32,330,703) _538.209.098} (24,101,773} 5257 051! !2?8 529}
LOSS PER SHARE - BASIC AND DILUTED p uss
Loss attributable to:
- "A' class Ordinary shares of Rs 10 each (7.37) 6.18 (5.39) (4.60) (0.0 (0.05)
- "B' class Ordinary shares of Rs 5 each (369) _ (3.09) (2.70) (2.30) {0.02) 0.03
The annexe: s 1 to 20%orm an integral part of these consclidated condensed interim financial statements
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PAKISTAN INTERNATIONAL AIRLINES CORPORATION LIMITED

CONSOLIDATED CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (Un-audited)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2019

Six months period ended Quarter Ended
June 30, June 30, June 30, June 30,
2019 2018 2019 2018

Rupees in '000

Loss for the period (38,562,656) (32,330,703) (28,209,098) (24,101,773)
Other comprehensive income

Unrealised gain on re-measurement of available for (6,917)
sale investments

Loss on re-measurement of derivative - net of tax

Exchange differences on translation of foreign 3,979,836 1,025,306 1,049,896
operations

Total comprehensive income 534@89,737} (31,306,262) {27,138,885) @3,41 0,033)

Attributable to:
Equity holders of the Holding Company (35,003,040) (31,492,708) (27,133,527) (23,404,675)
Non-controlling interest 413,303 186,444 (5,358) (5,358)

!34!589!73?! (31,306,262) (27,138,885) (23,410,033)

The annexed notes 1 to 20 form an integral part of these consolidated condensed interim financial statements.

VAR
Chie'f‘F/inancial Officer
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PAKISTAN INTERNATIONAL AIRLINES CORPORATION LIMITED
CONSOLIDATED CONDENSED INTERIM STATEMENT OF CASH FLOWS (Un-audited)
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2019

Six months period ended Six months period ended
Note June 30, June 30, June 30, June 30,
2019 2018 2019 2018
B ] Rupees in '000 US$ in "000
CASH FLOWS FROM OPERATING ACTIVITIES
Cash generated from operations 17 13,340,095 9,169,117 89,238 79,019
Profit on bank deposits received 36,976 9,246 247 81
Finance costs paid (13,899,262) (8,002,855) (92,979) (68,969)
Taxes paid (289,633) (358,824) {1,938) (3.092)
Staff retirement benefits paid (346,714) (779,610) (2,318) (6,719)
Long-term deposits and prepayments - net 1,174,340 (132,374) 7,856 (1,141)
Net cash (used in) / generated from operating activities 15,802 (85,300) 105 (821)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (6,414,059) (3,966,659) (42,908) (34,186)
Purchase of Intangibles (703,961) (16,858) (4,709) (145)
Proceeds from sale of operating fixed assets 36 - - =
Net cash used in investing activities (7,117,984) (3,983,517) (47,617) (34,331)
CASH FLOWS FROM FINANGING ACTIVITIES
Repayment of long-term financing (23,512,051) (9,699,943) (157,284) (83,585)
Proceeds from long-term financing 39,731,798 14,682,938 265,786 126,539
Repayment of term finance certificates (4,883,096) (2,923,174) (32,665) (25,192)
Short term borrowing - net 274,940 - 1,839 -
Repayment of obligations under finance lease - net (320,937) (839,424) (2,147) (7,234)
Net cash generated from financing activities 11,290,654 1,220,387 75,529 10,518
Increase in cash and cash equivalents 4,188,472 (2,858,420) 28,017 (24,634)
Cash and cash equivalents at the beginning of the period 3,644,704 6,544,641 24,383 56,402
Currency translation - 17,856 - 154
Cash and cash equivalents at the end of the period 7,833,176 3,704,077 52,400 31,922
Cash and Cash equivalents
Cash and bank balances 6 11,312,409 7,204,015 75,674 62,085
Short-term borrowings (3,479,233) (3,499,938) (23,274) (30,163)
7833476 __ 3704077 ___ 52400 31822

The annexed notes 1 to 20 form an integral part of these consolidated condensed interim financial statements.
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Chie‘ILF/Inancial Officer
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PAKISTAN INTERNATIONAL AIRLINES CORPORATION LIMITED
NOTES TO AND FORMING PART OF THE Consolidated CONDENSED INTERIM FINANCIAL STATEMENT
FOR THE SIX MONTHS PERIOD ENDED JUNE 30, 2018

1. LEGAL STATUS AND NATURE OF BUSINESS

11 The "Group" of F Airlines Corp Limited, i.e. the Holding Holding Company, its subsidiaries and an
assoclate.

Pakistan International Alrlines Holding Helding Company

Pakistan Intemational Airlines Corporation Limited ('the Holding Holding Company”) was incorporated on January 10, 1855 under the Pakistan
Intermnational Airlines Holding Company Ordinance, 1955, which was subsequently repealed and replaced by the Pakistan International Airlines
Holding Company Act, 1856 (the Act). With effect from April 19, 2016, the Hoiding Holding Company has been converted from a statutory
Holding Company into a public limited Holding Company by shares, through Act No. XV of 2016 ‘The Pakistan Intemational Airlines Holding
Compan:.r (Conwversion) Act, 2016' (the Conversion Act) approved by the Parliament of Pakistan. The Conversion Act has repealed the Pakistan

ional Holding Company Act, 1856 and the Holding Holding Company s now govemed under the Companies Act, 2017 (previously
repealed Companies Ordinance, 1984). According to the Conversion Act, all assets, rights, license, privileges and benefits of which the Holding
Holding Company was entitied were transferred to the Holding Holding Company and the Holding Holding Company has assumed all liabilities

and obligations of the Holding Holding Company. However, the 1 g 1t befi that in st e there is no change except for the legal
status and application of provisions of the Companias Act, 2017 (previously ref Comp Ordin: , 1984),
The principal activity of the Holding Holding Company is to provide ial air transp ion, which includes passenger, cargo and postal

carriage services, Other activities of the Helding Holding Company include provision of engineering and allied services.
1.2 The Business Units of the Holding Company include the following:

Business Unit Geographical Location
Head Office PIA Head Office, Old Terminal, Karachi

Regional sales offices are located across the country and overseas the details of which is impracticable fo disclose in this Consolidated
condensed interim financial information as required under Fourth Schedule to the Companies Act, 2017,

Subsidiaries

PIA Investments Limited (PIAIL) was incorporated on September 10, 1977 in Sharjah, United Arab Emirates, as a limited liability Helding
ccmparn_.r under a decree {ssued by H.H. The Ruler of Sharjah and is currently registered in British Virgin Islands. During 1986 PIAIL was

tered under | i i Companies Ordinance, 1884 (now BV Business Companies (Amendment) Act,(2012) as a Holding
Compa'ny limited by shares. The principal activities are to carry on business as promoters of and investors in projects related to construction,
development and operation of hotels, motels and restaurants throughout the world, The Holding Holding Company's controlling interest in PIAIL is
100% (December 2016: 100%). The registered office of PIAIL is situated at Citco Bullding, Wickham Cay, Road Town, Tortola, British Virgin
Islands.

Following are the details of PIAIL's subsidiaries:

Place of Nature of business  Effective Effective
incorporation hi hip and
and voting voting power of
power of PIAIL  the Holding
(%) Holding
Company (%)
. Roosavelt Hotel Holding Holding Netheriands - See note (A) 100 100
Company, N.V, (RHC) Antilles below
. RHC Operating LLC State of Owner of 100 100
Delaware, USA Roosevelt Hotel,
New York
*  Minhal France Sa.r.l. Luxembourg See note (B) 100 100
. Minhal France B.V. Netherlands See note (B) 100 100
. PIA Hotels Limited British Virgin See note (B) 100 100
Islands
. PLA Aviation Eritish Virgin See note (B) 100 100
Limited (PAL) Islands
. Avant Hotels Pakistan See note (C) 625 625
(Private) Limited
= Minhal France France See note (D) 20 90
S.A (MFSA)

s
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Note (A). Roosevelt Hotel Holding Company N.V. (RHC) is the intermediary Holding Holding Company and a sole member of RHC Operating
LLC, a Holding Company which owns the Roosevelt Hotel, New York. During the year 2004, to comply with the requirements of the outstanding
loans, RHC transferred the net operating assets of the Roosevelt Hotel to RHC Operating LLC.

Note (B): These companies are intermediary holding companies except PIA Hotels Limited and PAL which are dormant companies.

Naote (C): Avant Hotels (Private) Limited (Avant) is a joint venture between PIAIL and Pakistan Cricket Board (PCB).being subscribers to 62.5%
and 37.5% respectively of Avant's shares. However, Avant is at its planning phase and.has not started its commercial activities.

Note (D). Minhal France SA is a subsidiary of Minhal France BV, whose regi office is in R , Netherlands. MFSA's activities are
principally in the hotel and restaurant sector. MFSA also eams rental income from leasing shop space. The management of the hotel is
undertaken by ACCOR with the assistance of PIACL.

PIAIL has been Consolidated in these Consolidated cor jon on the basis of its Consoclidated financial statements for the
period ended June 30, 2019,

Skyrooms (Private) Limited (SRL) was incorporated on May 20, 1975 in Pakistan as a private limited hodling Holding Company under the
Companies Act, 1913 (now repealed Companies Ordinance, 1984). SRL owns and manages Airport Hotel, Karachi. SRL is a wholly owned
subsidiary of the Helding Holding Company. SRL has been Consclidated on the basis of its management accounts for the period ended June 30,
20189 as the same Is not considered to be material to these Consolidated condensed interim financial information.

Sabre Travel Network Pakistan (Private) Limited (Sabre) was incorporated in Pakistan on October 12, 2004 as a private Holding Company
limited by shares, under the repealed Companies Ordinance, 1984 (now Companies Act, 2017). Sabre markets and distributes a computer
reservation system to subscribers in Pakistan, under a sub-distribution agreement with Sabre Asia Pacific (Pte) Limited (Sabre TN APAC) (an
associated Holding Company and joint venture partner), that incorporates a software package which performs various functions including real-
time airlines seat reservations, schedules, bookings for a variety 8f air, car and hotel services, automated ticketing and fare displays. The Holding
Holding Company's controlling interest in Sabra is 70%. Sabre has been Consclidated on the basis of its dited financial ts for the
year ended December 31, 2019 as the same is not considered material to these Consclidated condensed interim financial information.

The other subsidiaries of the Holding Holding Company, PIA Holding (Private) Limited, Midway House (Private) Limited, PIA Shaver Poultry
Breeding Farms (Private) Limited and PIA Hotels Limited, had applied under the 'Easy Exit Scheme'.announcead by the Securities and Exchange
Commission of Pakistan (the SECP) for voluntary winding up. Assets and liabilities of these subsidiaries were taken over by the Holding Holding
Company, and, accordingly, have not been Consolidated in these Consolidated condensed interim financial information.

The Special Purpose Entities (SPE) formed for acquiring aircrafts have not been Consolidated in these Consolidated condensed interim financial
information as the shareholding, controlling interest and risk and rewards of SPE rests with the trustees’.representing foreign banks.

Associate

Minhal Incorporated (Minhal), Sharjah was incorporated on January 1, 1877 in Sharjah, United Arab Emirates as a limited liability holding Holding
Company and Is currently registered in British Virgin Islands. The principal activities of Minhal are to carry on business as promoters and the
managers of projects related lo construction, development and operation of hotels, restaurants and clubs throughout the world. The Holding
Holding Company's interest in Minhal is 40%.

During the current period, the Company incurred a net loss of Rs. 38,562.656 million (June 30, 2018: Rs. 32,411,215 million) resulting in
accumulated losses of Rs. 477,353.088 million as of June 30, 2019 (December 31, 2018; Rs. 437,686.478 million). Further, as of June 30,
2018, current liabilittes of the Company exceeded its current assets by Rs. 281,872,822 million (December 31, 2018: Rs. 253 624.251 million).

In view of the situation described above, the management has made an assessment of the Company's ability to continue as a going concern and
based on the below mitigating factors, the management believes that though the sustainability of the future operations of the Company is
materially dependent on the support of the Government of Pakistan (GoP), no material uncertainty exists and going concem assumption is
appropriate. Accordingly, this Consolidated condensed interim financial information is prepared on a going concermn basis.

a) GoP, being the major shareholder of the Company, through its letters dated September 02, 2008 and February 19, 2018 communicated that
it would extend maximum support to maintain the Company’s going concern status.

b) In a meeting with the Honorable Prime Minister of Pakistan (PM) on December 30, 2017, following decisions / steps have been taken by the
GoF to support the Company:

- approval for reimbursement of markup for five years, accordingly an amount of Rs. 16,019 million has been provided by GoP upto June 30,
2018,

- GoP guarantee limit enhanced from Rs.178,085 million to Rs 222,107 million to meet the cash deficit.

Further, in a meeting with PM on April 4, 2019, the Company presented its strategic business plan 2019-23 which was approved and during

that meeting PM assured GoP's full support to the Company in terms of provision of funds fequity in order to increase its potential to compete
in the Aviation market. Thereafter, in Finance Act 2019, GoP has allocated Rs. 24,500 million in respect of mark-up support to the Company.
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2 BASIS OF PREPARATION
2.1 Statement of compliance

This Consolidated condensed interim financial information has been prepared in accordance with the accounting and reporting standards as

applicable in Pakistan for interim financial reporting. The accounting and reporting standards as applicable in Pakistan for interim financial

raporting comprise of:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting Standards Board (IASB) as
notified by the Act, and

- 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.
2.2 This Consolidated condensed Interim financial information does not include all the information and disclosures required in the annual financial
statements, and, therefore, should be read in conjunction with the Holding Company's annual Consolidated financial statements for the year
enced December 31, 2018,

2.3 This Consolidated d d interim fi | infi ion of the Holding Holding Company does not include all of the information required for
annual financial statements and therefore, should be read in conjunction with the Consclidated financial statements of the Holding Company as at
and for the year ended December 31, 2017,

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

Items included in the Consolidated condensed interim financial information are measured using the currency of the primary economic
environment in which the Helding Company op . This C interim financial information is presented in Pakistani
Rupees, which is the Holding Company's functional and presentation cumrency.

2.4  The US § amounts reported in the C li interim stat of financial position, Consoli ot d interim t of
profit or loss, Consoclidated condensed interim statement of comprehensive income and Cnnsolrdawd condensed interim statement of cash flows
are stated as additional |nformat10r| solely for the convenience of the users of this C [+ d interim ial information. The US
$ ts in the Co cond d interim of financial position, have been translated into US $ at the rate of Rs. 160.0521 =
US $ 1 (December 31, 2018: Rs. 138.9241 = US $ 1). The US § amounts in Consolidated c interim of profit or loss,

lidated cond d interim it of G ive income and C ] cond d interim statement of cash flows have been
Iranslaiad into US § at the rate of Rs. 149.4881 = US $1 (June 30, 2018; Rs. 121.5425=US§1).

3 ACCOUNTING POLICIES

The accounting policies and the methods of computation used in the ion of these Ce lidated c d interim financial statements
are the same as those applied in the preparation of the annual audited financial statements for the year ended December 31,

31  New accounting standards
The Holding Company has adopted the following amendments and interpretations to International Financial Reporting Standards (IFRSg) which
became effective for the current period:
IFRS 9 - Financial Instruments
IFRS 15 - Revenue from Contracts with Customers
IFRS 16 ~Leases
IAS 18 - Employee Benefits: Plan Amendment, Curtaiiment or Settiement (Amendment) IAS 28
IAS 28 - Investments in associates and joint ventures: Long-term interest in Associates and Joint Ventures (Amendments)
IFRIC 23 - Uncertainty over income tax treatments

The Holding Company applied IFRS 8, IFRS 15 and IFRS 16 for the first time. The nature and effect of the changes as a resuit of adoption of
these new accounting standards are described below.

3.1.1 IFRS 9 - Financial instruments

Effective from January 1, 2018, the Holdlng Companv has adnpled IFRS 8, ‘Financial instruments’ which has replaced IAS 38, 'Financial
instruments: ition and . The recognition, classification, measurement and derecognition of financial
assets and financial liabilites, The standard has also mtrnchued a new impairment model for financial assets which reguires recognition of
Impairment charge based on 'expected credit losses' (ECL) approach rather than 'incurred credit losses' approach, as previously given under IAS
38. The ECL has an impact on the assets of the Holding Company which are exposed to credit risk,
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The Holding Company has adopted IFRS @ from January 1, 2019 which lesulr.ad In changas in accounting policies, redasslﬁcabons and

to the ised in this Consolidated interim fi ion. However, in with the i
provisions specified in IFRS 9, the Holding Comp has P modified pective approach and not restated comparative figures. The
impact of adoption of this standard is therefore recognised in the statement of financial position and retained earnings on January 1, 2019.

The application of IFRS 9 d in the foll in categories of financial instruments:

Financial assets

Classification and subsequent measurement

The Helding Company has applied IFRS 9 and classifies its financial assets in the following measurement categones:
- atamortised cost;

= atfair value through other comprehensive income (FVOCI), and
= atfair value through profit or loss (FVPL).

Based on these factors, the Holding Company classifies its financial assets in one of the following three measurement categornies:

a) Atamortized cost

Assets that are held for collection of contractual cash flows where those cash flows represent solely payments of principal and interest
(SPPI), and that are not designated at FVPL, are measured at amortised cost The carmying amount of these assets is adjusted by any
expected credit loss allowance recognised and measured are described below.

Fair value through other comprehensive income (FVOCI)

Investments in equity instuments at FVTOCI are initially recognized at fair value plus tn ion costs. tly, they are
measured at fair value, with gains or losses arising frofi changes in fair value recognized in other comp ive i /{loss). For
investments traded in active market, fair value is determined by reference to quoted market price.

Fair value through profit or loss (FVPL)

Assets that do not meet the criteria for classification at amortised cost or FVOCI are measured at fair value through profit or loss. A gain or

loss on a debt ir that Is | at fair value through profit or loss and is not part of a hedging relationship is
recognised in the statement of profit or loss in me period in which it arises.

Financial liabilities
There is no significant change in it and ition of financial liabilities.
Impairment
The Holding Company assesses on a forward-looking basis the expected credit losses (ECL) associated with its debt instrument assets
carried at amortised cost and FVOCI. Expected credit losses (ECLs) are a probability weighted estimate of credit losses. Credit losses
are measured as the present value of all cash shortfalls (j.e, the difference between cash flows due to the entity in accordance with the

contract and cash flows that the Holding Company expects to receiva). The Holding Company recognises a loss allowance for such losses
at each reporting date. The measurement of ECL reflects:

An unbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;

The time value of money; and

Reasonable and supportable information that is available without undue cost or effort at the reporting date about past
events, current conditions and forecasts of future economic conditions.

The following tables show the adjustments recognised for each individual line item. Line items that were not affected by the changes have not
been included.

Measurement Category Carrying Amount
Financial Assets n accordance wit! 1AS 39 IFRS 8 Difference
- December 31, 2018 1AS 39 IFRS 9

Long-term investments Available for Fair Value
Sale through OCI 4,599,767 4,599,767

Long-term depaosits Loans and Amortized Cost
receivables

Trade debts - net Loans and Amortized Cost 16,377,366 15.277.319
receivables
Trade deposits Loans and Amortized Cost

raculiatigs 2,170,964 2,169,426
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Other receivables Loans and Amortized Cost

p 8,070,202 8,070,202 =
receivables
Short-term investments Held for Fair Value
trading through Profit and 18,220 18,220 &
Loss
Cash and bank balances Loar?s and Amortized Cost 1734448 1731824 2,624
receivables

The difference has arisen due to implementation of expected credit loss model over the financial assets. The reclassification change upon
implementation of IFRS @ did not result in any adjustment to amount recognised in the statemet of financial position.

The impact of ition to IFRS 9 on i eamings and revaluation reserve as on January 01, 2019 is as follows:

Retained Eamings (Rupees in '000)
Balances as at December 31, 2018 (437.696,479)
Impact of Adoption of IFRS 9 over

- Increase in provision of trade debts (1,100.047)
- Increase in provision of trade deposits (1,538)
- Increase in provision of long-term deposits (39,482)

- Increase in provision of cash and bank balances
- Increase in deferred tax assets

Opening Balance as at January 01, 2019 (438,837,547

The adoption of IFRS 9 resulted in increase in 'Other provisions and adjustments - net' and loss before tax of Rs 76.012 million. The change
in accounting Policy also resulted in increase in loss after tax by Rs. 76.012 million and decease in EPS by Rs, 0.01521,

The Company applies the IFRS 9 simplified app to i d credit losses which uses a lifetime expected loss allowance for
all trade debts. To measure the expected credit losses, trade debts ha\ra been grouped based on days past due. On that basis, the loss
allowance as at January 1, 2019 (on adoption of IFRS 8) and as at June 30, 2019 was determined as follows for trade debts:

The Company applies the IFRS 8 simplified approach to measuring expected credit losses which uses a lifetime expected loss allowance for
all trade debts. To measure the expected credit losses, trade debis have been grouped based on days past due. On that basis, the loss
allowance as at January 1, 2019 (on adoption of IFRS 9) amounted to Rs. 3.991 billion and loss allowance as at June 30, 2018 amounted to
Rs. 4.067 billion.

3.1.2 IFRS 15 - Revenue from Contracts with Customers

IFRS 15 - ‘Revenue from Contracts with Customers', supersedes 1AS 11 'Construction Contracts', IAS 18 'Revenue' and related interpretations
and it applies to all revenue arising from contracts with customers, unless those contracts are in the scope of other standards. IFRS 15 introduces
a single five-step model for i and I a comprehensive framework for recognition of revenue from contracts with
customers based on a core principle that an entity should recognise revenue when the control of goods or services have been transfemred to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.

The Holding Company elected the modified retrospective method and applied the standard retrospectively to only the most current period
presented in the financial statements. Accordingly, the information presented for the corresponding period has not been restated. There were no
material differences between revenue recognition under IFRS 15 and revenue recognsition under IAS 11 or IAS 18 and accordingly, the adoption
of standard did not have any material impact on the financial statements.

313 IFRS 16 - Leases

IFRS 16 supersedes IAS 17 Leases, IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15 Operating Leasesincentives and
SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease. The standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases under IFRS 186, distinction between operating and finance leases has been removed and all
lease contracts, with limited exceptions,

The Holding Company has adopted IFRS 16 from January 1, 2019, and has adopted modified retrospective approach and naot restated
comparatives for the 2018 reporting period, as permitted under the specific transitional provisions in the standard. The impact of adoption of this
standard is therefore recognised in the opening statement of financial position and retained earning on January 01, 2019,

On adoption of IFRS 186, the Holding Company recognised lease liabilites which had previously been classified as aperahng leases’ under the
principles of IAS 17 Leases. These liabilities were measured at the present value of the ining lease it d using the Holding
Company's incremental borrowing rate as of January 1, 2019. The lessee’s incremental hormwng rate applled 1o the lease liabilties on January
1, 2019 ranges between 3.41% - 9..88% for foreign currency based liabilities and between 12.14% - 15.17% for PKR based liabilities.
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Lease liability and Right-of-use asset

The Holding Company mainly leases aircrafts, engines, local and international sales offices, and counters at various airports. At inception of a
contract, the Holding Company assesses whether a contract is, or contains, a lease based on whether the contract conveys the right to control
the use of an identified asset for a period of time in exchange for consideration. Lease terms are negetiated on an individual basis and contain a
wide range of different terms and conditions.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date, discounted using
the interest rate implicit in the lease, or if that rate cannot be readily determined, the Holding Company's incremental borrowing rate.

Lease payments include fixed payments, variable lease payment that are based on an index or a rate amounts expected to be payable by the
lessee under residual value guarantees, the exercise price of a purchase option if the lessee is reasonably certain to exercise that option,
payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option, less any lease incentives receivabla.
The extension and termination options are in Holding Company's determination of lease term only when the Holding Company Is reasonably

The lease liability is subsequently measured at amortised cost using the effective interest rate method. It is remeasured when there is a change
in future lease payments arising from a change in fixed lease payments or an index or rate, change in the Holding Company estimate of the
amount expected to be payable under a residual value guarantee, or if the Holding Company changes its assessment of whether it will exercise a
purchase, extension or termination option. The corresponding adjustment is made to the carrying amount of the right-to-use asset, or is recorded
in profit or loss if the carrying amount of right-to-use asset has been reduced to zero.

The right-of-use asset is initially measured at the commencement date of lease based on the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantie and
remove the.underlying asset or to restore the underlying asset, less any lease incentive received. The right-of-use asset is depreciated on a
straight line method over the lease term as this method most closely reflects the expected pattern of consumption of future economic benefits.
The right-of-use asset is reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The Holding Company has elected to apply the practical expedient not to recognise right-of-use assels and lease liabilities for short term leases
that have a lease term of 12 months or less and leases of low-value assets. The lease payments associated with these leases is recognised as
an expense on a straight line basis over the lease term.

The impact of transition to IFRS16 on Consolidated condensed interim financial information as on January 01, 2019 is as follows:

June 30,2018 January 01, 2019

Rupees in '000

Total lease liability recognised 33,729,004 34711844

The right-of use assets were measured on retrospective basis from the commencement of the respective lease arrang
The recognised right-of-use assets relate to the following types of assets:

Property 3,302,326 1,576,804
Aircraft Fleet 23,741,501 24,232,222
Engines 8,981,840 9,254 196

Total right-of-use assets 36,025,666 35,083,223

The change in accounting policy affected the following items in the statement of financial position:
Impact on the statement of financial position

- Increase in property, plant and equipment 18,826,176 22,330,182
Increase in total assets 18,826,176 22,330,182

- Increase in lease liability against right-of-use asset 33,564,000 33924723
- Increase in deferred tax asset (15,193,151) (16,313,922)
- Adjustmet of deferred tax against unutilized losses 15,183,151 16,313,922

Increase in total liabilities 33,564,000 33,924,723

Decrease in net assets (14,737,824) (11,594 541)
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June 30, 2019
Rupees in"000
Impact on statement of profit or loss
-1 in financial charges - interest exg on lease liability against 987,871
right-of-use assets

- Increase in exchange loss 4,312,077
- Increase in administrative expenses - depreciation on right-of-use assets 3,849,192
- Decrease in adminisirative expenses - office rent (6,005,856)
- Decrease in profit before taxation 3,143,283

Eamings per share for the year ended June 30, 2019 have decreased by Rs. 0.6288 due to adoption of IFRS 16.

In applying IFRS 16 for the first time, the Hoiding Company has used the following practical expedients

In applying IFRS 16 for the first time, the Holding Company has used the following practical expedients permitted by the standard:
-grar if; the ment of which t tions are lease on the date of initial application;

- on previ on whether leases are onerous

-. the aoocunhng for operating leases with a remaining lease term of less than 12 months as at

January 01, 2019 as shori-term leases

- the e:oclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application, and

-, the use ofhindsight in determining the lease term where the contract contains options to extend or terminate the lease.

3.2 Ssignificant i ti and judg

Estimates and judgments made by the g in the preg ion of this C lidated cond i interim financial information are the same
as those applied In the preparation of the annual Consolidated financial statements of the Holding Company for the year ended December 31,
2018 except as disclosed below:

As part of the adoption of IFRS, the Holding Company has made a number of estimates and judgements.. These include;
pect ition appracch and has r d right of use assets and

As disclosed in note 3.1.2, the Holding Company has used
lease liabilites accordingly.

The Haolding Company has identified certain obligations associated with the maintenance condition of its aircraft on redelivery to the lessor, such
as the requirement to complete a final airframe check, repaint the aircraft and reconfigure the cabin. These have been recognised as part of the
ROU asset on transition. Judgement has been used to identify the appropriate obligations and estimation has been used (based on cbservable
data) to measure them. Other maintenance obligations associated with these assets, comprising obligations that arise as the aircraft is utilised,
such as engine overhauls and periodic airframe checks, will continue to be recognised as a mai expense over the lease term.

For certain aircrafts, the Holding Comparny has an option to purchase the alrcrafts as at the end of the lease term. The management believes that
itis not resonably certain to exercise the purchase option at the end of lease term, and accordingly corresponding impacts have not been taken in
the determination of Right of Use Assets and lease liabilites.
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June 30, December 31,
2019 2018

Note  (Un-Audited) (Audited)
Rupees in '000

4 PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets . 240,132,637 200,707,351
Capital work-in-progress 5,572,444 4,321,171
245,705,081 205,028,522

Include herein are the following additions / transfer and deletion during current
period: Six months period ended
June 30, June 30,
2018 2018

{Un-Audited) (Un-Audited)
Rup in '000

Owned

Building owned Renovation and improvements 13,892 498
Aircraft fleet 1,974,452 2,172,383
Offica equipment 55,237 -
Other equipment 13,943 126,829
Capital spares 168,231 184,338
2,225,756 2,484,059

Right of use asset 3,322,241 -

Capital work in progress 2,041,789 1,346,122

Capital work in progress transferred to owned assets (2,475,304) (679,551)
5,114,483 3,150,630

June 30, December 31,
2019 2018
{Un-Audited) (Audited)
Rupees in '000
OTHER RECEIVABLES
Considered good
Claims receivable . 29,322
Excise duty 100,000 100,000
Sales tax receivable . 5,157,841 4,947,540
Rental income 2 279,542 242 640
5,566,704 5,303,899

- other than related parties

Lessor 1,037,476 1,512,013

Others 1,872,810 1,666,524
8,476,990 8,482 435

Considered doubtful r 337,431 l | 334,807

Less: provision for doubtful other receivables (337,431) (334,807)

8,476,990 8,482,436

This includes sales tax refundable aggregating Rs. 4,745.637 milion (December 31, 2018: Rs. 4,745637 million)
representing unadjusted portion of input tax under Sales Tax Act, 1990 (the ST Act). The Holding Company had filed
application for refunds of input sales tax up to December 31, 2011. In response, ACIR, Large Taxpayers Unit concluded that
as the Holding Company is engaged in both domestic and international air travel, therefore, input tax paid is adjustable only
against the domestic air travel services as no input tax adjustment is allowed against the international air travel services.
However, the Holding Company in consultation with its tax advisor believes that apportionment rule is not applicable in the
subject case interalia, at first instance, no sales tax was required to be collected at import stage on capital goods (spares /
engines / aircraft) in view of the exemption available under entry No. 16 of SRO 575(1)/2006, which is applicable to the
Holding Company being registered as a Service Provider in transportation business and registered as service provider under
the Act. The management has represented its view to the tax authorities and is confident that sales tax was not payable on
such imports and the amounts collected from the Holding Company at the import stage shall be eventually recovered /
adjusted.

This represents receivable from lessor in respect of overhauling incurred by the Holding Company on leased aircrafts.
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June 30, December 31,
2019 2018
{Un-Audited) (ﬁi\ud'tted)
Rupees in '000

Note
6 CASH AND BANK BALANCES
In hand 22,454 32,032
In transit 57,672 11,328
80,126 43,360
With banks:
Restricted cash 1,058,467 -
- in current accounts 6.1 4,444,770 1,540,598
- in savings accounts 62263 £ .TZB.MBJ 4,981,014
11,232,283 6,521,612
11,312,409 6,564,972

6.4 These had been adjusted by an aggregate amount of Rs. 4,538,768 million (2018: Rs. 3,290.876 million), representing book
overdrafts.

6.2 These carry interest ranging from 0.1% to 7.5% (2018: 0.1% to 7.5%) per annum and have been adjusted by an aggregate amount
of Rs. 1.1 million (2018: Rs. Nil), rep ting book overdraft

6.3 These include a bank balance of BDT 675.572 million (Rs. 1,068.652 million) heid at National Bank of Pakistan, Dhaka and Habib
Bank Limited, Dhaka. The management of the Holding Company is currently facing challenges in remittance of such balance to
Pakistan due to compliance / procedural matters. However, the Holding Company holds clean and absolute title of subject bank
accounts, being free to make payments / fransfers within Bangladesh territory.

6.4 These include provision against expected credit loss amounting to Rs. 2.624 million as stated in note 3.1.1.5.
7 LONG-TERM FINANCING June 30, December 31,
2019 2018
(Un-Audited) (Audited)
Opening 214,992,167 197,736,602
Additions during the period 39,731,798 14,682,938
Repayment during the period (23,512,051) (9,699 943)
Exchange loss 9,478,979 12,272,570
240,690,893 214,992 167
Current maturity (60,832,569) (50,430,292)

179,868,324 164,561 875

Financier Note Type of Facility Repayment  Number of June 30,
facility amount period instalments/ 2019
(million) Mode (Un-Audited)

From Banking Companies - secured

Askari Bank Limited 71 Term finance PKR 10,000 2021 -2023 36 monthly 6,000,000
The Bank of Punjab 71 Term finance PKR&6000 2019-2024 60 Monthly 6,000,000
The Bank of Punjab 7.1 Term finance PKR 5,000 2019-2022 36 monthly 4,587,496
Faysal Bank Limited 71 Term finance PKR 5,000 2019-2024 60 Monthly 5,000,000
Others - unsecured

Long-term loan - GoP Tem finance PKR 16,768 2023-2038 - 10,751,613

7.1 The facility is secured by way of unconditional and irrevocable GoP guarantee for an amount equivalent to the facility amount.
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8 LEASE LIABILITIES June 30, December 31,

2019 2018
(Un-Audited) {Audited)

(Rup in "000)
Present value of minimum lease payments
- Aircraft fleet 30,560,634.18 2,099,119
- Properties 1,565,981.00 -
- Engines 1,383,744.00 -
33,510,359 2,099,119
Technical ground equipments 218,644 262,399
33,729,004 2,361,518
Less: Current maturity of lease liabilities {13,939,322) (2,188,747)
19,789,682 172771

TRADE AND OTHER PAYABLES
June 30, December 31,
2018 2018
Trade creditors {Un-Audited) (Audited)
Rug in "000
Goods 20,877,275 19,167,119
Services 13,393,216 11,895,065
Airport related charges 35,001,905 32,328,376
69,272,397 63,391,560

Other Liabilities

Accrued liabilities 9,791,066 7.429,805
Advance against transportation (unearned revenue) 15,910,839 13,150,950
Obligation for compensated absences- Holding Company 8,063,043 7,367,021
Unredeemed frequent fiyer liabilities 649,360 649,360
Advance from customers 5,222,757 1,032,339
Amount due to Associate undertaking - 333,314
Advances and deposits - 238,965
Eamest money - 838
Payable to Holding Holding Company employees' provident fund 10,960,835 11,514,485
Federal excise duty - International travel ' 9,963,311 9,959,757
Unclaimed dividend - Preference shares 666,573 -
Collection on behalf of others 50,090,937 46,035,290
Customs and federal excise duty 2,093,754 2,580,447
Income tax deducted at source 2,319,265 2,078,018
Sales tax payable - 1,010
Bed tax - 1,182
Payable to EOBI/SESSI - 650
Short-term deposits - 618,856

Others 113,563 1,343,708
185,117,698 167,728,555
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10 CURRENT MATURITY OF NON-CURRENT LIABILITIES June 30 December 31

2018 2018
(Un-Audited) (Audited}
Rupees in "000-
Long-term financing 60,832,569 60,430,202
Term finance and sukuk certificates 16,188,657 19,017,352
Liabilities against assets subject to finance lease 13,935,322 2 188,748
90,960,549 ?1,835!392

1 CONTINGENCIES AND COMMITMENTS
111 Contigencies

a) The tax department had raised demand of Rs. 566.544 million (2018: Rs. 566.544 million) in December 30,1998, as Federal Excise Duty
(FED) along with penalty of Rs. 1 million (2018: Rs. 1 million) and additional duty of Rs. 2,923.005 million (2018: Rs. 2,923.005 million) on
the contention that the Holding Company had not collected FED on tickets provided to its employees either free of cost or at concessional
rates. The Holding Company has paid Rs. 100 million (note 8) against the subject demand which is considered fully recoverable from the
department. Holding Company has filed appeal before Appellate Tribunal Inland Revenue (ATIR) which was remanded back to ACIR.
However, remand back proceedings are still pending. Based on consultation with legal advisor, the management believes that the case will
be decided in the favor of the Holding Company. Accardingly, no provision has been made in this Consolidated condensed interim financial
information in this regard.

b) The tax department had also raised demands of Rs. 6.804 million (2018: Rs. 6.804 million) and Rs. 277.621 million (2018: Rs. 277.621
million) on March 11, 2008 as FED and sales tax respectively along with penalty of Rs. 14.416 million (2018: Rs. 14.416 million) and
additicnal duty / default surcharge of Rs. 17.91 million (2018: Rs. 17.91 million) during the tax audit of the Holding Company for the periods
2004-2005 and 2005-2006. These demands were raised on the issues of late payment of FED, collection of FED at incorrect rate, incorrect
apportionment of input tax and failure to collect FED on cariage of goods / mail of Pakistan Post The Holding Company has paid an
amount of Rs. 25 million (2018: Rs. 25 million) in this regard which is considered fully recoverable. The Holding Company filed an appeal
with the Collector of Customs, Sales Tax and Federal Excise (Appeals), which was decided partially in its favor, partially against it and
partially remanded back. The Holding Company and the department both have filed appeals at the ATIR which is remanded back however,
remand back proceedings are still pending. Based on consultation with legal advisor, the management believes that the case will be
decided in the favor of the Holding Company. Accordingly, no provision has been made in this Consolidated condensed interim financial
information in this regard.

c) As per order dated Febuary 25, 2010, the tax department has raised demands of Rs. 2.065 million (2018: Rs. 2.065 million) and Rs.
1,319.101 million (2018: Rs. 1,319.101 million) as FED and sales tax respectively along with penalty of Rs. 66.058 million (2018: Rs.
66.058 million) and additional duty / default surcharge of Rs. 534.412 million (2018: Rs. 534.412 million) during the tax audit of the Holding
Company for the period 2007-2008. These demands were raised mainly on the issues of collection of FED at incorrect rate and incorrect
apportionment of input tax. The Halding Company filed appeal at Commissioner Inland Revenue (Appeals) [CIR (A)], which was decided in
favor of the tax department. The Holding Company had filed appeal against this at ATIR and a reclification application with CIR. (A). The
Tribunal has disposed off the Halding Company’s appeal, vide appellate order STA No. 08/KB/2011 dated September 26, 2018, remanded
back the issues of incorrect rates of FED charged on excess baggage and disallowance of claim of input tax. Further, tribunal has deleted
the penalty. Based on consultation with tax advisor, the management believes that the case will be decided in the favor of the Holding
Compary. Accordingly, no provision has been made in these Consolidated condensed interim financial information in this regard.

d) The tax department through orders dated March 08, 2009, December 04, 2010 and May 30, 2011 levied penalties of Rs. 5,877.351 million
(2018: Rs. 5,877,351 million), Rs. 5,679.110 million {2018: Rs. 5,679.110 million) and Rs. 7,025.270 million (2018: Rs. 7,025.270 million),
respectively, on account of delayed payment of sales tax and FED for the month of November — December 2008, January — March 2010
and November 2010 - January 2011, respectively. In addition to this, the tax department levied default surcharge and 5% penalty on the
unpaid FED and sales tax amounting to Rs. 38.88 million, Rs. 21.11 million and Rs. 74 million, respectively. The Halding Company filed
application for waiver of penalty for the month of November — December 2008 before Federal Board of Revenue (FER) on which the
decision is pending.

The CIR (A).deleted the penalties of Rs 5,679.110 million and Rs. 7,025.270 million, respectively, through its order dated September 19,
2011, however, default surcharge and 5% penalty on the unpaid FED and sales tax were maintained. The Holding Company and the
dep t have filed appeals with ATIR, which were decided in favor of the Hoiding Company. Further, for the months of January - March
2010 and November 2010 — January 2011, the Holding Company had filed an application for rectification, which was disposed off by ATIR
on July 22, 2016 while maintaining the default surcharge.

On April 30, 2013, the Additional Commissioner Inland Revenue (ACIR) levied penalty of Rs.4,745.852 million (2017: Rs. 4,745.852
million) in respect of short payment of sales tax and FED for the tax periods April 2012 to January 2013. In addition, the tax department
levied default surcharge on unpaid sales tax and FED amounting to Rs. 400.446 million (2017: Rs. 400.446million). The Holding Company
filed an appeal against the said orders before CIR (A), which was decided in favour of the department. Subsequently, the Holding Company
has filed an appeal against this at ATIR level, Tribunal has deleted the penalty but maintained default surcharge which is challenged by the
Holding Company in Sindh High Court, the decision is pending adjudication.

The ECC communicated its decision through its letter dated July 12, 2013, directing the Holding Company and the FBR to reconcile the
outstanding amounts and meanwhile the date for payment of outstanding dues in respect of FED, shall be deemed to be extended till
further consideration by the ECC. Further, based on consultation with legal advisor, the management believes that the case will be decided
in faveor of the Holding Company. Accordingly, no provision is required to be ized in this Unconsolidated condensed interim financial
information in respect of penalties and default surcharge.
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On February 22, 2016, DCIR issued a show cause notice on the same grounds as involved in sales tax refund (refer note 8.2) which was
contested by the Holding Company before the Honorable High Court Sindh (SHC) and obtained stay order in favor of the Holding
Company. Subsequently on November 01, 2016, DCIR Issued an order amounting to Rs. 6,747.689 million (2018: Rs. 6,747.669 million)
under Section 11 of the Sales Tax Act, 1990 in respect of tax years 2010, 2011 and 2012 on the contention that the Holding Company has
adjusted excess input tax amounting to Rs. 2,603.502 million, Rs. 2,629.350 million and Rs. 1,514.818 millien In the returns for tax year
2010, 2011 and 2012 respectively without considering that the matter was in court. Being aggrieved, the Holding Company has filed appeal
before CIR(A) against the said DCIR order, which was decided by CIR(A) in favor of the Holding Company through their order dated June
29, 2017 remanded back the case to DCIR and accordingly, the Holding Company has withdrawn the appeal filed before SHC. Later, the
department has issued hearing notice in January, 2019 followed by notices on October 24, 2019 and November 07, 2019 for remand back
proceedings .

DCIR passed orders dated March 04, 2016 and November 30, 2015 and raised demand of Rs. 24.086 million and Rs. 55.691 million
respectively, while disallowing input tax claimed, demand for sales tax along with default surcharge and penalty for periods February 2014,
March 2014, and July 2014 on the contention that the Holding Company has claimed additional input tax. The management has filed an
application for condonation of time limit and issuance of necessary directions for the activation of option for revision of retumns which is
pending. Based on legal advice, the management is confident that this matter will uitimately be decided in the Holding Company's favar,
hence no provision is made in this Consclidated condensed interim financial information in this respect.

During the year DCIR passed order dated September 29, 2017 and raised a demand of Rs. 257.439 million for the short payment of
Federal Excise Duty for the month of January 2017 along with penalty of Rs. 1,287.197 million. The Holding Company has filed an appeal
with CIR(A)} against the order since it did not take into account the payment already made on June 30, 2017 and September 15, 2017 which
were before the date of order, Subsequently, CIR(A) vide order dated March 27, 2018 decided the matter in favor of the Holding Company
and deleted the penalty.

Other contingencies

Competition Commission of Pakistan (CCP) vide its order dated November 20, 2009 has imposed a token penalty of Rs. 10 million on
account of unreasonable increase in Hajj fare during the year 2008 as compared to Hajj season 2007. Further, on account of
discrimination between Hajj passengers and regular passenggrs the Holding Company was directed to work out an amount of refund to be
paid back to Hajis based on the difference of fare between regular passengers and short duration Hajis who flew during Hajj season 2008,
The total amount of refund estimated by the Holding Company is Rs. 417 million. The Helding Company has filed appeals simultaneously
in Lahore High Court and the Supreme Court of Pakistan. However, after the order of the Honourable Supreme Count in July, 2017, the
appeal has been transferred to the Competition Apellete Tribunal, Islamabad. Management believes that both appeals will be decided in its
favour, Accordingly, no provision has been made in this Consolidated condensed interim financial information in this regard.

The Civil Aviation Authority (CAA) has been claiming excessive amounts from the Holding Company which mainly relates to non-

tical charges comprising of land lease rent and the license fee. As at June 30, 2019 the excessive amounts claimed by CAA which
are not acknowledged by the Holding Company aggregated to Rs. 30,963.393 million including late payment surcharge and interest
thereon amounting to Rs.25,825.466 million. In view of the und ding hed through a M dum of Undi fing (MoU) which
was concluded in the meeting held on January 24, 2011 between the representatives of the Holding Company and CAA, the management
does nat accapt the higher amounts being claimed by CAA,

During the aforementioned meeting, the matter of chargeability of rates for non-aercnautical services was amicably resolved whereby it
was agreed that CAA shall charge rates as were decided in the arbitration award of 1998. The Mol was signed in the form of minutes of
the rneehng. howeaver, CAA has continued m charge higher rates for non-aeronautical services rather than those agreed by virtue of the
said Mo, , the ins its position on the chargeability of rates based on arbitration award of 1998 and the
Lnﬂerstandlng {MOU) reached between the representatives of CAA and the Holding Company during January 2011.

Further, in relation to the aforementioned surcharge and interest payable, the management considered that the same are not part of the
Holding Company’s agreement with CAA and accordingly in view of the management such surcharge and interest payable shall never be
paid by the Holding Company. The Holding Company is considering o take up this matter again with the Aviation Division of Government
of Pakistan for resolution in the light of the previous understanding reached with CAA. Accordingly, no excessive amount shall eventually
become payable to CAA and therefore, no provision for the excessive amount has been made in this Censolidated condensed interim
financial information.

Various ex-employees of the Holding Company have lodged claims against the Holding Company for their dues specifically relating to their
reinstatements-aggregating to Rs. 2,132,228 million (2017; Rs. 2,235.743 million). The Holding Company is contesting several litigations
mainly relating to suits filed against it for unlawful termination of contracts, breach of contractual rights and obligations, non-performance of
servicing ‘ stipulations due to negligence or otherwise. The management is of the view that these cases have no sound legal footing and it
does not expect these contingencies to materialise. Accordingly, no provision has been made in this Unconsalidated condensed interim
financial information against these claims amounting to Rs. 629.561 million (2017: Rs. 735.877 million).

Contingencies relating to income tax matters are disclosed in note 21 to this Consolidated condensed interim financial information.

Commitments

Commitments for capital expenditure amounted to Rs. 193.475 million (2018: Rs. 27.371 million).
Outstanding letters of credit amounted to Rs. Nil (2018: Rs. 8.637 million).

Qutstanding latters of guarantes amounted to Rs. 196.852 million (2018: Rs. 202,664 million).

The Holding Company has entered into an agreement for purchase of aircraft, the remaining commitments of which aggregate to US$
1,527 904 million (2018: USS 1,527.904 million) equivalent to Rs. 244,544,244 million (2018: Rs. 212,262.721 million) based on catalogue
prices, The Holding Company has not made certain payments on its due dates as per the terms of the agreement.
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12 REVENUE - Net

13

Passenger

Cargo

Excess baggage

Charter

Engineering services

Handling and related services
Mail

Room, food and beverages sales
Others

COST OF SERVICES - Others

Salaries, wages and allowances
Welfare and social security costs
Retirement benefits
Compensated Absences

Legal and professional charges
Stores and spares consumed
Repair, Maintenance and overhaul
Flight equipment rental

Landing and handling

Passenger services

Crew layover

Staff training
Hotel running expense
Food cost

Utilities
Communication
Insurance

Rent, rates and taxes
Printing and stationery
Depreciation
Amortization

Others

- M.
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Six months period ended Quarter ended
June 30, June 30, June 30, June 30,
2019 2018 2019 2018
........................... (Un-Audited)........conrnnrirsanssnnens
Note Rupees'000
§9,131,108 41,032,826 30,758,489 18,280,992
2,373,469 2,010,652 1,234,958 634,980
451,333 321,809 359,198 185,585
896,687 45,198 870,254 27,781
305,978 393,783 129,298 202,692
269,465 212,101 198,698 81,863
73,971 87,346 39,983 56,067
6,317,218 5,628,675 4,245,009 3,432,898
3,888,485 2,546,497 2,443,351 1,453,632
73,707,715 52,278,885 40,278,238 24,356,490
10,236,428 9,596,931 5,172,216 5,116,688
973,459 1,101,916 552,194 472,618
1,730,672 1,103,911 866,836 307.034
500,087 443,180 249,718 251,803
21,931 21,448 10,735 6,549
1,709,486 703,856 1,574,945 297,002
7,413,625 5,083,313 3,168,731 2,344 461
1,414,458 5,158,751 777,158 2,282,615
10,061,399 7,911,284 5,375,891 3,784,262
1,572,615 1,112,925 646,190 308,914
1,805,662 1,663,333 886,037 875,171
15,295 42,759 9,891 17,866
2 1,445 - 4
312,249 276,484 190,088 164,784
41,661 45,083 33,917 32,334
1,233,426 2,083,725 578,940 1,053,483
979,346 614,266 494,900 331.470
194,422 252,340 75171 127,803
124,290 -111,615 71,749 66,072
7,274,376 2,412,991 3,852,606 2,411,339
4,529 4,169 2,750 4,169
932,328 1,065,011 565,847 340,084
48551743 _ 40811735 _ 25156511 __ 21,507,976



Six months period ended Quarter
June 30, June 30, June 30,
2018 2018

Rupees'000
14 FINANCE COSTS

Mark-up on:

- long term financing 10,853,022 6,039,330 5,845,821 2,625,971

- short term borrowings 2,039,221 1,311,476 860,373 845,482

- Loan against GoP mark-up 533,782 - 474,515 -
13,426,026 7,350,806 7,180,708 3,471,453

Return on term finance certificates 624,178 677,364 302,741 677,364

Profit on sukuk certificates 407,634 271,627 215,148 271,627

Lease Liabilities 1,017,618 84,047 1,017,618 84,047
Interest on pension / provident fund 619,473 373,097 317,120 373,007
Discounting Income on deposits (30,001) (19,234) (30,001) (19,234)
Arrangement, agency and commitment fee 225,957 376,349 125,816 233,864

Amortisation .of prepaid exposure fee g 22,065 - 5,658 61,063
i mission an er
Bank charges, guarantee commission oth 68,140 57.494 26,715 9,553

related charges
16,381,090 9,171,551 9,161,523 5,162,835

EXCHANGE LOSS - NET

During the year, the functional currency of the Holding Company was depreciated by 15.2 % resulting in exchange loss of
Rs.10.3 billion in respect of financing in foreign currencies. Further, during the period the Holding Company has adopted
IFRS 16 "Leases" and recognized lease liabilities which had previously been classified as "Operating Leases" under the
|AS 17: Leases. Accordingly, the Holding Company has recorded exchange loss of Rs 4.3 billion on above lease liabilities
as on June 30, 2019

However, effects of the above-mentioned amounts are expected to be reversed to a certain significant extent at year end
i.e. December 31, 2019 due to appreciation in functional currency in subsequent period.

TAXATION
Current - for the period 355,032 375,142 200,796 248,348

There has been no material change in the status of tax contingencies as disclosed in notes 36.1 to the Consolidated
financial statements for the year ended December 31, 2018.
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Six ths period ended

June 30, June 30,
2019 2018
(Un-Audited) (Un-Audited)
17 CASH GENERATED FROM OPERATIONS AFTER WORKING e i

CAPITAL CHANGES
Loss before taxation (38,207,623) (31,955,561)
Adjustments for non cash items:
Depreciation 7,729,895 2,743 373
Gain on disposal of property, plant and equipment (36) (5,032)
Amortization 46,568 42,889
Provision for slow moving stares and spares 69,303 98,308
Provision for employees’ benefits 3,643,646 2,402,187
Provision for doubtful debts 76,012 150,000
Finance costs 16,381,090 9,171,551
Unrealised Exchange Gain / Loss 10,326,956 5,113,006
Share of loss / (profit) from associates 572 432
Profit on bank deposits (36,976) (9,246)
Cash generated from operations before working capital changps 29,408 (12,248,093)
Working capital changes:
Increase in stores and spare parts 502,060 (860,038)
Decrease in trade debts 60,133 136,581
Decrease [ (Increase) in advances (2,787,115) (497 B73)
Increase in trade deposits and prepayments (303,055) 3,925 864
Decrease [ (Increase) in other recaivables 528,122 993 157
Increase in trade and other payables 15,310,541 17,719,318

13,310,687 21,417,210
Cash generated from operations after working capital changes 13,340,095 9,169,117
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TRANSACTIONS WITH RELATED PARTIES
Following are the related parties with whom the Holding C

place during the year:

tions or ag

and / or arrangements in

Following are the related parties with whom the Holding Company entered into transactions or agreements and / or arrangements in

place during the year:

Name of Related Parties

Government of Pakistan
PIA Investments Limited (PIAIL)

Skyrooms (Private) Limited

Abacus Distribution Systems Pakistan
(Private) Limited

Post Retirement Benefits

PIA Main Pension Fund

PIA PALPA Fund

PIA FENA Fund

Profit orientad sfate controlled entities
Pakistan State Oil Holding Company Limited
Pakistan Civil Aviation Authority
National Bank of Pakistan

National Insurance Corporation Limited
Federal Board of Revenue

Amir Ali

Younus M Khan

Amanullah Qureshi

Maj Khuram Mushtag

Nayyar Hayat

Omer Razzaq

Aijaz Mazhar

AVM Schan Nazir Syed

AVM Noor Abbas

Mr. Muhammad Shuaib

Kashif Rehman Rana

Air Marshal Arshad Malik

Air Cdre Khalid Ur Rehman

Air Cdre Jibran Saleem Butt

Air Cdre Jawad Zafar Chaudhry

Air Cdre Shahid Qadir

Mr. Khaliluliah Shaikh

Air Cdre Aamer Altaf

Direct
Shareholding

92%
100%

100%
92%

Relationship

Major Shareholder
Subsidiary

Subsidiary
Major Shareholder

Post Retirement Benefits

Post Retirement Benefits

Post Retirement Benefits

Profit oriented state-controlled entities
Profit oriented state-controlled entities
Profit oriented state-controlled entities
Profit oriented state-controlled entities
Profit oriented state-controlled entities
Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

Key management personnel

The related parties of the Holding Company comprise of subsidiaries, profit oriented state-controlied entities, directors, key management
personnel and employee benefit funds. The Holding Company in the normal course of busi carries out trar ions with various
related parties. The transactions with related parties, other than those relating to issuance of tickets at concessional rates to employees
and directors according to the terms of employment / regulations and those not mentioned elsewhere in this Consolidated cond d
interim financial information is as follows:

62 PAKISTAN INTERNATIONAL AIRLINES "%’21} E@ﬂﬂﬁﬁ

Poople o Fy Wit




Name of Related Parties and Nature of transactions June 30, June 30,

relationship with the Holding 2019 2018
(Un-Audited) (Un-Audited)
Rupees in '000
Retirement funds
Contribution to provident Fund and other 2,514,492 1,236,181
Interest on Loan from pension / provident func 628,052 373,097

Profit oriented state-controlled entities -
common ownership

Purchase of Fuel 12,828,611 8,601,515

Insurance premium 968,091 617,046

Late payment interest 887,000 634,757

Finance cost charged 2,856,947 2,076,342

Airport Related charges 6,597,358 6,150,000
GoP - Major shareholder

Finance cost charged 930,494 396,712
Key management perscnnel

Salaries, wages and other benefits 56,714 81,708

19 FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES

19.1  Financial risk factors

This Consolidated condensed interim financial information does not include all financial risk management information and disclosures
which are required in the annual financial statements and should be read in conjunction with the Holding Company annual financial
statements for the year ended December 21, 2018, There have been no changes in any risk management policies since the year end.

19.2  Fair value estimation

As 2t June 30, 2019, the Holding Company's all assets and liabilities are carried at cost except for those mentioned below.

a) The Holding Company’s | hold land, buildings on | hold land and airfleet are stated at revalued amounts, being the fair
value at the date of revaluation, less accumulated depreciation and subsequent accumulated impairment losses, if any.

b) The Holding Company classifies long-term Investments in listed compani i in the Consoli i condensed interim
statement of financial position at fair values; and

c) The carrying value of all financial and non-financial assets and liabilities measured at other than cost in these Consolidated
condensed interim financial information approximate their fair values.

20 DATE OF AUTHORISATION FOR ISSUE

These consolidated condensed interim financial information were authorized for issue by the Board of Directors of the Holding Company

in their meeting held on February 11th, 2020.
ﬁ
]‘ :ef

Chibf Financial Officer

Chief Firdncial Officer
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