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INDEPENDENT AUDITOR’S REPORT
To THE MEMBERS OF TRADING CORPORATION OF PAKISTAN {PRIVATE} LIMITED

RePORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
o Qualified Opinion

We have audited the annexed financial statements of TRADING CORPORATION OF PAKISTAN (PRIVATE)
e Limitep (the Company), which comprise the statement of financial position as at June 30, 2020,
and the statement of profit or loss and other comprehensive income, the statement of changes
in equity, the cash flow statement for the year then ended, and notes to the financial
= statements, including a summary of significant accounting policies and other explanatory
information, and we state that we have obtained all the information and explanations which, to
the best of our knowledge and belief, were necessary for the purposes of the audit.

> In our opinion and to the best of our information and according to the explanations given to us,
except for the possible effects of the matters described in paragraph (a) to {c) below, the
statement of financial position, the statement of profit or loss and other comprehensive income,
" the statement of changes in equity and the cash flow statement together with the notes forming
part thereof conform with the accounting and reporting standards as applicable in Pakistan and
give the information required by the Companies Act, 2017 (XIX of 2017), in the manner so
4 required and respectively give a true and fair view of the state of the Company's affairs as at
June 30, 2020 and of the profit and other comprehensive income, the changes in equity and its
" cash flows for the year then ended.
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Basis for Qualified Opinion
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a) as disclosed in note 11.2 to the financial statements, trade debts includes receivables of
Rs. 10,791.86 million from various government institutions. In the absence of sufficient and
appropriate underlying evidences, responses to the confirmation requests sent by us and no
movement / recoveries for more than six years, we were unable to satisfy ourselves as to its
completeness, aging and recoverability out of which we were unable to satisfy ourselves as
to the existence of other receivable amounting to Rs. 99.41 million.
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Baker Tilly Mehmood Idrees Qamar, Chartered Accountants trading as Baker Tilly is a member of the global network of Baker Tilly International
Ltd., the members of which are separate and independent legal entities.
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b) as disclosed in note 13.1 to the financial statements, other receivables include Rs. 9,830.74
million {including accrued mark-up and .other charges of Rs. 7,451.19 million till June 30,
2020) from sugar mills on account of sugar not supplied by them under the contractual
terms. The Company had initiated legal action and also referred the matter to National
Accountability Bureau (NAB). in the absence of management objective evaluation of
probable outcome of the said legal action, we are unable to satisfy ourselves as to the
recoverability of receivables from sugar mills under the head prepayment and other
receivables.

c) as stated in note no 22.1.1 and 22.1.4 to 22.1.14, the Company has pending litigations and
open tax assessments against the company aggregating to Rs. 10,403.09 million. The
ultimate outcome of these litigations cannot presently be determined, and no provision that
may result, has been made in the financial statements.

We conducted our audit in accordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants as adopted by the Institute of
Chartered Accountants of Pakistan (the Code) and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our qualified opinion.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information obtained at the
date of this auditor’s report is information included in the director’s report.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to
be materially misstated. ‘

if based on the work we have performed, on other information obtained prior to the date of this

auditor’s report, we conclude ‘that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of Companies Act, 2017 (XIX of 2017) and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Board of directors are responsible for overseeing the Company's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISAs, as applicable in Pakistan, will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

= |dentify and assess the risks of material misstatement of the financial statements, whether

__due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

= QObtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal contral,
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= Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

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

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Based on our audit, we further report that in our opinion, except for the possible effects of the

matters referred in paragraphs (a) to (c) in the Basis for Qualified Opinion section of our report:

a) proper books of account have been kept by the Company as required by the Companies Act,
2017 (XIX of 2017);

b) the statement of financial position, the statement of profit or loss and other comprehensive
income, the statement of changes in equity and the cash flow statement together with the
notes thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of
2017}, and are in agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were for
the purpose of the Company's business; and

d) no Zakat was deductible at source under the Zakat and Ushr Qrdinance, 1980 (XViIl of 1980).
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The engagement partner on the audit resulting in this independent auditor’s report is
i Mehmood A, Razzak.
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