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DIRECTORS’ REVIEW

The Directors of the Company would like to report on the Company's performance for the
three months period ended March 31, 2017.

During the period, the Company's gross turnover decreased significantly by 62.4% compared
to the same period during Q1, 2016 primarily attributable to the decline in sales volumes
as a result of exponential increase of the non-tax paid cigarettes segment ("lllicit Trade")
which continues to impact the underlying demand for our products and significant adjustment
in trade inventory. At the same time, the Company has managed to reduce its Distribution,
Marketing & Administration expenses by 27.4% as compared to same period last year.
Other expenses decreased, mainly due to restructuring costs charged in 2016. The Company
recorded a Loss before tax of PKR 481 million for the quarter, compared to a Profit before
tax of PKR 1,048 million for the same period in 2016.

The excise tax driven price increases have widened the price differential between the tax-
paid and the low price non-tax paid tobacco products, thus creating an unfair playing field
for the tax-paying tobacco industry. The Company is actively supporting all Government
policies and actions to address the issue of smuggled and non-tax paid cigarettes.

Despite recommendation of the inter-ministerial committee in July 2015 to reduce the
Graphical Health Warning to 50%, the Ministry of Health has not yet revised the 85% GHW
regulations ("SRQ") to reflect the committee's recommendation. Instead, the Ministry Of
Health continues to extend the implementation of the SRO on a monthly basis which
creates uncertainty for the business.

During the period, the Company's contribution to the National Exchequer, in the form of
excise tax, sales tax and other government levies, was PKR 2,877 million, as compared
to PKR 7,642 million in the same period in 2016, a decrease of 62.4%.

The management team continues to be committed to improving the overall performance
of the Company by utilizing global resources, pursuing initiatives such as new strategic
marketing activities, continuous improvements in product quality, process and operational
efficiency, and resource utilization and allocation. Growing our gross margin and controlling
the cost base remain key objectives for improving the Company's profitability in a very
challenging environment.

On behalf of the Board of Directors, | would like to express my gratitude and appreciation

to all our employees, shareholders, business partners and other institutions for their
continued trust and support.

On behalf of the Board of Directors,

S

KAMRAN Y. MIRZA
Karachi: April 21, 2017 Chairman
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5
CONDENSED INTERIM BALANCE SHEET (un-audited)
AS AT MARCH 31, 2017
March 31, December 31,
2017 2016
Note (Un-audited) (Audited)
ASSETS (Rupees in thousand)
NON CURRENT ASSETS
FIXED ASSETS
Property, plant and equipment 4 8,287,823 8,487,261
Intangibles 26,413 29,909
8,314,236 8,517,170
Investment in a subsidiary company 5 1 1
Long term deposits and prepayments 48,368 39,762
Deferred taxation 6 943,481 761,323
9,306,086 9,318,256
CURRENT ASSETS
Stores and spares - net 391,386 379,229
Stock in trade - net 7 7,128,842 7,273,187
Trade debts - net 21,251 1,523
Advances 22,622 33,278
Prepayments 81,804 92,828
Other receivables 226,727 210,304
Income tax - net 615,283 578,775
Staff retirement benefits 35,039 31,538
Cash and bank balances 56,606 108,093
8,579,560 8,708,755
TOTAL ASSETS 17,885,646 18,027,011
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised capital 12,000,000 12,000,000
Issued, subscribed and paid-up capital
- Ordinary shares 615,803 615,803
- Preference shares 10,464,000 10,464,000
11,079,803 11,079,803
Transaction cost on issuance of preference shares-net of tax (33,911) (33,911)
11,045,892 11,045,892
Reserves 6,137,315 6,137,315
Unappropriated loss (3,893,605) (3,593,171)
TOTAL EQUITY 13,289,602 13,590,036
CURRENT LIABILITIES
Short term borrowings 2,047,637 1,338,557
Trade and other payables 1,637,427 2,643,360
Accrued mark-up on short term borrowings 12,377 7,249
Sales tax and excise duty payable 898,603 447,809
TOTAL LIABILITIES 4,596,044 4,436,975
TOTAL EQUITY AND LIABILITIES 17,885,646 18,027,011
CONTINGENCIES AND COMMITMENTS 8
The annexed notes from 1 to 18 form an integral part of these condensed interim financial statements.
ALEXANDER REISCH ANTON STANKOV
Karachi: April 21, 2017 Chief Executive Director




CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (un-audited)

FOR THE QUARTER ENDED MARCH 31, 2017

Quarter Ended

March 31, March 31,
2017 2016
Note (Un-audited) (Un-audited)

(Rupees in thousand)

Turnover - net 9 1,735,462 4,665,842
Cost of sales 10 1,322,515 2,231,650
Gross profit 412,947 2,434,192
Distribution and marketing expenses 578,115 839,327
Administrative expenses 277,521 339,266
Other expenses 11 9,973 46,101
Other income (4,238) (76,732)
861,371 1,147,962

Operating (loss) / profit (448,424) 1,286,230
Finance cost and bank charges 32,570 238,711
(Loss) / Profit before taxation (480,994) 1,047,519
Taxation 12 (180,560) 83,058
(Loss) / Profit after taxation (300,434) 964,461
------------------ (Rupees)--mresmeeees

(Loss) / Earnings per share - basic & diluted 13 (4.88) 15.66

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

ALEXANDER REISCH ANTON STANKOV
Karachi: April 21, 2017 Chief Executive Director
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (un-audited)

FOR THE QUARTER ENDED MARCH 31, 2017

Issued, subscribed ~ Transaction Advance General Reserve Re-measure- Subtotal Unappro- Total
and paid-up against reserve for share ment of staff Reserves priated
capital issuance of issuance of based retirement (Loss)
Ordinary ~ Preference ' shares shares v ,ﬂ;na‘f',;'é_,"
shares shares  _pet of tax of tax
--------------------------- (Rupees in thousand) -------------=--emeeeem
Balance as at January 1, 2016 615,803 - - - 6,347,000 6,392 (151,540) 6,201,852 (4,168,328) 2,649,327
Transactions with owners
Advance against issuance
of preference shares - - - 7,500,000 - - - 7,500,000 - 7,500,000
Total comprehensive income
Profit after taxation for the three months
period ended March 31, 2016 - - - - - - - - | 964461 964461
- - - - - - - - 964461 964461
Balance as at March 31, 2016 615,803 - - 7,500,000 6,347,000 6,392 (151,540) 13,701,852 (3,203,867) 11,113,788
Balance as at January 1, 2017 615803 10,464,000  (33,911) - 6,347,000 6,498 (216,183) 6,137,315 (3,593,171) 13,590,036
Total comprehensive loss
Loss after taxation for the three months
period ended March 31, 2017 - - - - - - - - | (300,434) (300434)
- - - - - - - - (300,434) (300,434)
Balance as at March 31, 2017 615803 10,464,000  (33,911) - 6,347,000 6,498 (216,183) 6,137,315 (3,893,605) 13,289,602

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

A fearty —

ALEXANDER REISCH

Karachi: April 21, 2017 Chief Executive

ANTON STANKOV
Director




CONDENSED INTERIM CASH FLOW STATEMENT (un-audited)

FOR THE QUARTER ENDED MARCH 31, 2017

Quarter Ended
March 31, March 31,
2017 2016
Note (Un-audited) (Un-audited)

(Rupees in thousand)
CASH FLOW FROM OPERATING ACTIVITIES

Cash generated from operations 15 (639,993) 3,132,794
Finance cost paid (27,442) (222,223)
Income taxes paid (38,104) (5,657)
Long term deposits and prepayments (8,606) 867
Net cash generated from / (used in) operating activities (714,145) 2,905,781

CASH FLOW FROM INVESTING ACTIVITIES

Capital expenditure (54,519) (398,097)
Proceeds from disposal of items of

property, plant and equipment 6,775 11,610
Net cash used in investing activities (47,744) (386,487)

CASH FLOWS FROM FINANCING ACTIVITIES

Advance received against issuance of preference shares - 7,500,000
Proceeds of loan from associated undertaking 1,050,322 12,580,400
Repayment of loan from associated undertaking - (15,746,716)
Short term loans obtained 10,700,000 -

Repayment of short term loans (10,200,000) -

Net cash provided by financing activities 1,550,322 4,333,684
Net increase in cash and cash equivalent during the period 788,433 6,852,978
Cash and cash equivalents at the beginning of the period (1,230,464) (6,120,755)
Cash and cash equivalents at the end of the period 16 (442,031) 732,223

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

ALEXANDER REISCH ANTON STANKOV
Karachi: April 21, 2017 Chief Executive Director




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (un-audited)

FOR THE QUARTER ENDED MARCH 31, 2017
1. THE COMPANY AND ITS OPERATIONS

Philip Morris (Pakistan) Limited (the Company) was incorporated in Pakistan on
February 10, 1969 as a public limited company under the Companies Act, 1913 (now
Companies Ordinance, 1984). The Company is listed on the Pakistan Stock Exchange.
The principal activity of the Company is the manufacturing and sale of cigarettes and
tobacco products. Its registered office is situated at 19th Floor, The Harbour Front,
Dolmen City, HC - 3, Block 4, Clifton, Karachi, Pakistan.

1.1 Inview of exemption granted by the Securities & Exchange Commission of Pakistan
(the SECP) vide its letter No. EMD/233/619/2002-658 dated February 10, 2017 from
the requirement of Section 237 of the Companies Ordinance, 1984 (the Ordinance),
the consolidated financial statements of the group comprising the Company and its
subsidiary, Laksonpremier Tobacco Company (Private) Limited, have not been
prepared. The exemption is, however, subject to the condition that any material and
relevant details of the aforesaid subsidiary shall be prominently disclosed by the
Company.

2. BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

2.1 These condensed interim financial statements of the Company for the three month
period ended March 31, 2017 have been prepared in accordance with the requirements
of the International Accounting Standard 34, ‘Interim Financial Reporting’ and provisions
of and directives issued under the Companies Ordinance, 1984 (the "Ordinance").
In cases where requirements differ, the provisions of or directives issued under the
Ordinance have been followed. These interim financial statements should be read
in conjunction with the financial statements for the year ended December 31, 2016
as they provide an update of previously reported information.

2.2 The comparative balance sheet presented in these condensed interim financial
statements as at December 31, 2016 has been extracted from the audited financial
statements of the Company for the year then ended (December 2016 financial
statements). The comparative profit and loss account, statement of changes in equity
and cash flow statement for the three month period ended March 31, 2016 have been
extracted from the condensed interim financial statements of the Company for the
three month period then ended.

2.3 The accounting policies adopted in the preparation of these condensed interim financial
statements are the same as those applied in the preparation of the December 2016
financial statements.




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Vgraudnec)

Continued

31

3.2

33

4.

41

SIGNIFICANT ACCOUNTING ESTIMATES, JUDGEMENTS AND FINANCIAL RISK
MANAGEMENT

The preparation of these condensed interim financial statements requires the use of
certain accounting estimates. It also requires management to exercise its judgments
in the process of applying the Company's accounting policies. Estimates and judgments
are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the
circumstances. Revisions to accounting estimates are recognised prospectively
commencing from the period of revision.

During the preparation of these condensed interim financial statements, significant
judgments made by management in applying the Company's accounting policies and
key sources of estimation were the same as those applied in the Company's December
2016 financial statements.

The Company's financial risk management objectives and policies are consistent with
those disclosed in the financial statements as at and for the year ended December
31, 2016.

March 31, December 31,
2017 2016
Note (Un-audited) (Audited)
(Rupees in thousand)

PROPERTY, PLANT AND EQUIPMENT

Operating property, plant and equipment 41t044 7,652,516 7,657,261
Capital work-in-progress (CWIP) 45 627,883 822,576
Major capital spares and stand-by equipment 7,424 7,424
8,287,823 8,487,261

Operating property, plant and equipment
Book value at the beginning of the period / year 7,657,261 6,368,729
Additions during the period / year 4.2 249,212 2,278,607
7,906,473 8,647,336
Disposals during the period / year - net book value (6,775) (27,441)
Write offs during the period / year - net book value (276) (5,246)
Impairment during the period / year - net book value - (60,644)
Depreciation charge during the period / year (246,906) (896,744)
(253,957) (990,075)

Book value at the end of the period / year 7,652,516 7,657,261




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Vgraudnec)

Continued

4.2

43

44

45

Additions during the period

Buildings on freehold land
Plant and machinery
Furniture and fixtures

Office equipments

Vehicles

Leasehold improvements
Power and other installations
Computer equipment

Disposals during the period - net book value

Building on free hold land
Vehicles

Depreciation charge during the period

Capital work-in-progress

Civil works

Plant and machinery

Power and other installations

Furniture and fixtures

Computer equipment pending installation
Advance to suppliers and contractors

INVESTMENT IN A SUBSIDIARY COMPANY

Quarter Ended

March 31,
2017
(Un-audited)

March 31,
2016
(Un-audited)

(Rupees in thousand)

46,891 60,649
143,667 58,880
3,368 6,804
- 7,768
- 8,769
16,785 -
22,190 24,038
16,311 33,025
249,212 199,933
6,775 -
- 1,253
6,775 1,253
246,906 237,824
March 31, December 31,
2017 2016
(Un-audited) (Audited)

(Rupees in thousand)

50,727 22,886
285,547 324,384
128,885 295,340

91,185 96,727

64,923 51,965

6,616 31,274
627,883 822,576

This represents the cost of 103 fully paid ordinary shares of Rs 10 each in Laksonpremier
Tobacco Company (Private) Limited. Out of such 103 shares, two shares are in the
name of the nominees. The profit and loss account of the subsidiary company for
the three months period ended March 31, 2017 amounted to Rs Nil resulting in an
accumulated loss of Rs 1,030 as at that date. The net assets of the subsidiary
company as at March 31, 2017 amounted to Rs Nil, in accordance with the unaudited
condensed interim financial statements for the three months period then ended.




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Vgrauanec)

Continued

6. DEFERRED TAXATION
March 31, December 31,

2017 2016
Note (Un-audited) (Audited)

N (Rupees in thousand)
Deferred tax liability on taxable temporary

differences:
Tax depreciation allowance (688,379) (726,001)
Deferred tax asset on deductible temporary
differences:
Accrual for employees compensated absences 1,155 2,131
Unutilised tax loss and credit 1,583,199 1,448,262
Provision for obsolete spares 20,513 20,513
Provision for obsolete stocks 26,184 15,609
Provision for doubtful debts 809 809
1,631,860 1,487,324
Deferred tax asset 943,481 761,323
7.  STOCK IN TRADE - net
Raw and packing materials 71and7.2 6,436,089 6,992,580
Work-in-process 277,762 124,732
Finished goods 7.2 504,968 209,516
7,218,819 7,326,828
Less: Provision for obsolete stocks (89,977) (53,641)
7,128,842 7,273,187

7.1 These includes raw & packing material in transit aggregating Rs. NIL (December 31,
2016: Rs. 160.723 million)

7.2 During the period, the Company has written off inventory aggregating Rs. Nil (December
31, 2016: Rs. 48.820 million)

8. CONTINGENCIES AND COMMITMENTS
8.1 Guarantees

Indemnities given to a bank for guarantees issued by it in the normal course of business
aggregated Rs 106.870 million (December 31, 2016: Rs 69.565 million).

8.2 Commitments

March 31, December 31,
2017 2016
(Un-audited) (Audited)

(Rupees in thousand)

Capital expenditure contracted for but not incurred 277,573 181,680




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Vgrauanec)

Continued

8.3 Contingencies

8.4 There is no significant change in the status of the cases set out in note 19.2.1to 19.2.6

9.

10.

to the December 2016 financial statements.

TURNOVER - net

Gross turnover

Less: Trade discount
Sales tax
Excise duty

COST OF SALES

Raw and packing material consumed
Opening stock
Purchases, redrying and related expenses

Closing stock

Government levies
Manufacturing expenses

Work-in-process
Opening stock
Closing stock
Sale of waste

Cost of goods manufactured

Finished goods

Opening stock

Finished goods purchased
Closing stock

Quarter Ended

March 31,
2017
(Un-audited)

March 31,
2016
(Un-audited)

(Rupees in thousand)

4,681,654 12465773
196,826 202,065
655,320 1,854,824
2,094,046 5,743,042
2,946,192 7,799,931
1,735,462 4,665,842
6,992,580 7,934,418
685,664 977,931
7,678,244 8,912,349
(6,436,089)  (6,419,771)
1,242,155 2,492,578
3,673 11,320
525,504 523,402
1,771,332 3,027,300
124,732 74,011
(277,762) (130,542)
(335) (15,459)
(153,365) (71,990)

1,617,967 2,955,310

209,516 503,983

- 9,687
(504,968)| | (1,237,330)
(295,452) (723,660)
1,322,515 2,231,650
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(Un-audited)
Continued

11.

12.

13.

13.1

13.2

14.

141

Quarter Ended

March 31, March 31,
2017 2016

(Un-audited) (Un-audited)

(Rupees in thousand)
OTHER EXPENSES

Employee separation costs - 40,258
Loss on disposal of Buildings on freehold land 2,769 -
Exchange loss - net 2,184 -
Miscellaneous expenses 5,020 5,843
9,973 46,101
TAXATION
Current 1,596 55,349
Deferred (182,156) 27,709
(180,560) 83,058

(LOSS) / EARNINGS PER SHARE - BASIC AND DILUTED
Basic (loss) / earnings per share

(Loss) / Profit for the period after taxation (300,434) 964,461

(No. of shares)

Weighted average number of ordinary shares 61,580,341 61,580,341
(Rupees)
(Loss) / Earning per share - basic and diluted (4.88) 15.66

The 1,046,400,000 preference shares issued in 2016 are not included in the calculation
of diluted earnings per share because they are antidilutive for three month period
ended March 31, 2017. These preference shares could potentially dilute basic earnings
per share in the future.

RELATED PARTIES DISCLOSURES

All related parties (RP) transactions are at arms length, these RPs comprise of Philip
Morris Investments B.V., and Philip Morris Brands Sarl, related group undertakings,
subsidiary company i.e. Laksonpremier Tobacco Company (Private) Limited, staff
retirement benefits plan and members of the key management personnel.




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Vgrauanec)

Transactions with related parties are as follows:

Relationship

Group companies

Staff retirement benefit plans

Key management personnel

Nature of transaction

Sale of goods and service

Purchase of goods and service

Loans received / roll forward

Loans repaid / adjusted

Mark-up on loan

Royalty charges

Advance against issuance of
preference share

Contribution to gratuity fund
Contribution to provident fund

Remuneration and benefits -
note 14.1.1t0 14.1.4

Quarter ended

March 31, March 31,
2017 2016
(Un-audited) (Un-audited)

(Rupees in thousand)

440,797 222,324
25,470 99,534
1,048,500 12,580,400
- 15,725,400

811 23,983
17,059 17,184

- 7,500,000

18,373 18,325
17,756 17,251
1,602 2,818

The company enters into transactions with related parties on the basis of mutually

agreed terms.

14.1.1 The Company considers its chief executive and directors as key management personnel.

14.1.2 The chief executive and executive directors are provided with free use of the company

maintained cars.

14.1.3 Certain executives are on secondment from the group undertakings and no remuneration
is charged to the Company in respect of those executives.

14.1.4 The two independent directors were paid remuneration of Rs. 0.813 million during the
quarter (March 31, 2016: Rs. 0.800 million)




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Vgrauanec)

14.2

14.3

15.

151

The amount due from related parties comprises:
Group undertakings

The amount due to related parties comprises:
Trade and other payable

Group undertakings

Staff retirement plans

Short term borrowings
Loans from an associated undertaking

CASH GENERATED FROM OPERATIONS

Note
Profit / (loss) before taxation
Adjustments for non cash changes and other items:

Depreciation
Amortisation
Provison for obsolete stocks
Unrealised exchange loss / (gain) on loan from
an associated undertaking
Loss/(Profit) on disposal of property,
plant and equipment
Property, plant and equipment written off
Finance cost
Income arising on staff retirement benefits
Working capital changes 15.1

Working capital changes

Decrease / (increase) in current assets

Stores and spares
Stock in trade
Trade debts
Advances
Prepayments
Other receivables

March 31,
2017
(Un-audited)

December 31,
2016
(Audited)

(Rupees in thousand)

221,031 203,407
98,045 297,908
14,870 176,272

112,915 474,180

1,049,000 -
1,161,915 474,180

Quarter ended

March 31,
2017

March 31,
2016

(Un-audited) (Un-audited)
(Rupees in thousand)

(480,994) 1,047,519
246,906 237,824
3,496 2,841

36,336 -
(1,324) 15,316
- (10,357)

276 -
32,570 238,711
(3,501) (6,168)
(473,758) 1,607,108
(639,993) 3,132,794
(12,157) 2,775
108,009 724,769
(19,728) (59,091)
10,656 9,740
11,024 84,444
(16,423) 10,415
81,381 773,052




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (Vgrauned)

16.

17.

17.1

18.

18.1

Quarter ended

March 31,

2017

March 31,
2016

(Un-audited) (Un-audited)
(Rupees in thousand)

Increase / (decrease) in current liabilities

Trade and other payables
Sales tax and excise payable

(2,005,933) (674,119)
450,794 1,508,175
(555,139) 834,056
(473,758) 1,607,108
March 31, December 31,
2017 2016
(Un-audited) (Audited)

(Rupees in thousand)

CASH AND CASH EQUIVALENT

Cash and bank balances 56,606 732,223
Running finance under mark-up arrangements (498,637) -
(442,031) 732,223

DATE OF AUTHORISATION FOR ISSUE

These condensed interim financial statements were authorised for issuance on April
21, 2017 by the Board of Directors of the Company.

GENERAL

Figures have been rounded off to the nearest thousand of rupees unless otherwise

stated.

Karachi: April 21, 2017

ALEXANDER REISCH
Chief Executive

ANTON STANKOV
Director
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