Notes to the Financial Statements

For the year ended June 30, 2014

1

THE COMPANY AND ITS OPERATIONS

11 Thal Limited

Thal Limited (the Company) was incorporated on January 31, 1966 as a public company limited by shares under the
Companies Act, 1913 (now the Companies Ordinance, 1984) and is listed on the Karachi and Lahore Stock Exchanges.

The Company is engaged in the manufacture of jute goods, engineering goods, papersack and laminate sheets. The jute
operations are located at Muzaffargarh, engineering operations at Karachi, papersack operations at Hub and Gadoon
and laminate operations at Hub. The registered office of the Company is situated at 4th Floor, House of Habib, 3-Jinnah
Co-operative Housing Society, Block 7/8, Sharae Faisal, Karachi.

1.2 These financial statements are separate financial statements of the Company in which investments in subsidiaries and
associates are accounted for on the basis of direct equity interest and are not consolidated or accounted for by using
equity method of accounting.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan.
Approved accounting standards comprise of such International Financiali Reporting Standards (IFRSs) issued by the
International Accounting Standards Board and Islamic Financial Accounting Standards (IFASs) issued by the institute of
Chartered Accountants of Pakistan as are notified under the Companies Ordinance, 1984, provisions of and directives issued
under the Companies Ordinance, 1984, In case requirements differ, the provisions or directives of the Companies Ordinance,
1984 shall prevail.

BASIS OF MEASUREMENT

3.1 These financial statements have been prepared under the historical cost convention, except for certain investments
which are measured at fair value as required under |AS - 39 “Financial Instruments: Recognition and Measurement”.

3.2 These financial statements are presented in Pak Rupees which is aiso the Company’s functional currency.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
4.1 New/ Revised Standards, Interpretations and Amendments

The Company has adopted the following revised standard, amendments and interpretation of IFRSs which became
effective for the current year:

IAS 19 - Employee Benefits -(Revised)
IFRS 7 - Financial instruments : Disclosures - (Amendments)
- Amendments enhancing disclosures about offsetting of financial assets and financiat liabilities

improvements to Accounting Standards Issued by the IASB

IAS 1 - Presentation of Financial Statements - Clarification of the requirements for comparative information
IAS 16 - Property, Plant and Equipment - Clarification of Servicing Equipment
IAS 32 - Financial Instruments: Presentation - Tax Effects of Distribution to Holders of Equity Instruments
IAS 34 - Interim Financial Reporting - interim Financial Reporting and Segment Information for

Total Assets and Liabilities

The adoption of the above amendments, revisions, improvements to accounting standards and interpretations did not
have any effect on the financial statements.
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4.2  Current versus not-current classification
The Company presents assets and liabilities in batance sheet based on current / non-current
classification. An asset as current when it is:
- Expected to be realised or intended to sold or consumed in normal operating cycle,
- Held primarily for the purpose of trading,
- Expected to be realised within twelve months after the reporting period; or

- Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least
twelve months after the reporting period.

All other assets are classified as non-current.
A liability is current when:
-it is expected to be settled in normal operating cycle,
dt is heild primarily for the purpose of trading,
-it is due to be settled within twelve months after the reporting period; or

-There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporting period.

The Company classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.

4.3 Property, plant and equipment
(a) Owned

These are stated at cost less accumulated depreciation and impairment loss except for freehold land and capital
work-in-progress which are stated at cost.

Depreciation is charged to the profit and loss account applying the reducing balance method except for computer
equipment and jigs and fixtures which are depreciated on straight line method at the rates specified in note 7 to the
financial statements. Depreciation on additions is charged from the month of addition and in case of deletion, up to
the month preceding the month of disposat.

Maintenance and normal repairs are charged to profit and loss account as and when incurred. Major renewals and
Improvements are capitalized and the assets so replaced, if any, are retired.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal
or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is
included in the profit and loss account when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at each
financial year end and adjusted prospectively, if appropriate.

Leasehold land is amortised in equal instaliments over the lease period.

(b) Leased

Assets held under finance leases are initially recorded at the lower of the present value of minimum fease payments
under the lease agreements and the fair value of the leased assets. The related obligations under the lease less
financial charges allocated to future periods are recorded as a liabiiity.

These financial charges relating to the lease are allocated to accounting periods in a manner so as to provide a
constant periodic rate of interest on the outstanding liability.

Depreciation is charged at the same rates as charged on the Company's owned assets.
4.4  Investment property

Investment property is stated at cost less accumuiated depreciation and impairment, if any. Depreciation is charged
on reducing balance method at the rate specified in note 8 to the financial statements,
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4.6

4.7

48

4.9

impalment of noninanclal assets

The carrying values of assets are reviewed for impairment when events or changes in circumstances indicate that the
carrying value may not be recoverable. If any such indication exists and where the carrying values exceed the
estimated recoverable amount, the assets or related cash-generating units are written down to their recoverable
amount.

Investments
Subsidlaries and assoclates

Investment in shares of the Company's subsidiaries and associates is stated at cost. Provision is made for
impairment, if any, in the value of investment.

Others
Held-to-maturity

These represent non-derivative financial assets with fixed or determinable payments and fixed maturities in respect
of which the Company has the positive intent and ability to hold till maturity. These investments are recognized
initially at fair value plus directly attributable costs and are subsequently measured at amortized cost using effective
interest rate method. Gains and losses are recognized in profit and loss account when the investments are
derecognized or impaired, as well as through the amortization process.

Designated Investments at fair vaiue through profit or loss

Designated investments at fair value through profit or ioss are initially recognized at fair value. Subsequently, these
are measured at fair value whereas effects of changes in fair value are taken to the profit and loss account.

Avalilable-forsale

These are non-derivative financial assets which are intended to be held for an indefinite period of time but may be
sold in response to the need for liquidity or changes in interest rates.

These investments are initially measured at fair value plus transaction costs and subsequently carried at fair value.
Changes in fair value are taken to a separate component of other comprehensive income until the investment is
derecognized or determined to be impaired, at which time the cumulative gain or loss recorded in other
comprehensive income is recognized in profit and loss account.

Stores, spares and looss tools

Stores, spares and loose tools are stated at cost which is determined by the weighted moving average cost method
except for those in transit which are valued at actual cost. Provision is made annually for slow moving and obsolete
items.

Stock-in-trade

Stock-in-trade, except goods-in-transit, is stated at the lower of Net Realisable Value (NRV) and cost determined as
follows:

Raw and packing materials - Purchase cost on weighted moving average basis
Work-in-process - Cost of materials, labour cost and appropriate production overheads
Finished goods - Cost of materials, labour cost and appropriate production overheads

Goods-n-transit are valued at purchase price, freight value and other charges incurred thereon upto the balance
sheet date.

NRYV signifies the estimated selling price in the ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale.

Trade debts and other receivables

Trade debts originated by the Company are recognized and carried at original invoice amount less provision for
impairment. Provision for impairment is based on the management's assessment of customers’ outstandings and
creditworthiness, Bad debts are written-off as and when identified.

Other receivables are carried at cost less provision for impairment, if any.
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410 Jarah rentals

ljarah payments for assets under ljarah arrangements are recognised as an expense in the profit and loss account on
a straight line basis over the ljarah term.

4.11 Cash and cash equivaients

For the purpose of cash flow statement, cash and cash equivalents comprise of cash in hand, bank balances and
short term investments with a maturity of three months or less from the date of acquisition net of shortterm
borrowings. The cash and cash equivalents are readily convertible to known amount of cash and are therefore subject
to insignificant risk of changes in value.

412 Taxation

(a) Current

The charge for current taxation in respect of certain income streams of the Company is based on Final Tax Regime at
the applicable tax rates and remaining income streams at current rate of taxation under the normal tax regime after
taking into account tax credits and rebates available, if any, or 1% of turnover whichever is higher. The Company had
also availed Group tax relief under the provisions of Section 59AA and 598 of the Income Tax Ordinance, 2001 as
explained in note 18 to the financial statements.

(b) Deferred
Deferred tax is provided using the balance sheet liability method, on all temporary differences at the balance sheet

date between the tax basis of assets and liabilities and their carrying amount for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised for all
deductible temporary differences, carry-forward of unused tax assets and unused tax losses, to the extent that it is
probable that taxabie profit will be available against which the deductible temporary differences, carry forward of
unused tax assets and unused tax losses can be utilized.

The carrying amount of deferred tax assets Is reviewed at each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax assets
to be utilized, Unrecognised deferred tax assets are re-assessed at each balance sheet date and are recognised to the
extent that it has become probable that future taxable profit will allow deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the balance sheet date.

4.13 Trade and other payables

Liabilities for trade and other amounts payable are carried at cost which is the fair value of the consideration to be
paid in the future for goods and services received, whether or not billed to the Company.

4.14 Borrowing costs

Borrowing costs that are directly attributable to the acquisition and construction of assets and incurred during the
period in connection with the activities necessary to prepare the asset for its intended use are capitalised as a part of
the cost of related asset.

All other borrowing costs are recognised as an expense in the period in which they are incurred.
4.15 Staff retirement benefits

Defined Contribution plan

Provident fund

The Company operates a recognised provident fund for its permanent employees. Equal monthly contributions are
made to the fund by the Company and the employees in accordance with the rules of the scheme. The Company has
no further obligation once the contributions have been paid. The contributions made by the Company are recognised
as employee benefit expense when they are due.
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Retirement benefit fund

The Company operates a funded scheme for retirement benefits for all employees on the basis of defined
contribution on attaining the retirement age with a minimum qualifying period of ten years which is managed by a
Trust.

416 Compensated absences

Accrual is made for employees’ compensated absences on the basis of accumulated leaves and the last drawn pay.

4.17 Provisions
General

Provisions are recognised in the balance sheet where the Company has a legal or constructive obligation as a resuit
of past event, and it is probable that outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate of the amount can be made. Provisions are reviewed at each balance sheet date
and adjusted to reflect current best estimate.

Warranty obligations

The Company recognizes the estimated llability to repair or replace products under warranty at the balance sheet
date. These are recognised when the product is sold or service provided to the customer. Initial recognition is based
on historical experience. The initial estimate of warranty-related costs is revised annually.

4.18 Revenue recognition

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer, which is usually on dispatch of the goods.

- Dividend income is recognised when the right to receive the dividend is established.

- Profit on Term Deposit Receipts is recognised on constant rate of return to maturity.

- Profit on bank deposits are recognised on accrual basis.

Rental income arising from investment property is accounted for on a siraight—line basis over the lease terms.

419 Foreign currency transactions

Foreign currency transactions are translated into Pak Rupees at the exchange rates prevailing on the date of
transaction. Monetary assets and liabilities in foreign currencies are translated into Pak Rupees at the exchange
rates prevailing at the reporting date. Non-monetary items that are measured In terms of historical cost in a foreign
currency are translated using the exchange rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are transtated using exchange rates at the date when the fair value was
determined. Exchange gains or losses are included in profit and loss account of the current period.

420 Financial instruments

Financlal assets and financlal liabilitles

Financial assets and financial liabilities are recognised at the time when the Company becomes a party to the
contractual provision of the instrument. Financial assets are de-recognised when the contractual right to future cash
flows from the asset expires or is transferred along with the risk and reward of ownership of the asset. Financial
liabilities are de-recognised when obligation is discharged, cancelled or expired. Any gain or loss on de-recognition of
the financial asset and liability is recognized in the profit and loss account of the current period.

Offsetting

Financial assets and financial liabilities are set off and the net amount is reported in the financial statements only
when the Company has a legally enforceable right to set off and the Company intends to either settle on a net basis,
or to realize the assets and to settle the liabilities simultaneously. Income and expense items of such assets and
liabilities are also offset and the net amount is reported in the financial statements.

4.21 Research ardd development expenditure
Research expenditure is recognised as an expense as incurred. Costs incurred on development projects are

recognised as intangible assets to the extent that such expenditure is expected to generate future economic benefits.
Other development expenditure is recognised as an expense as incurred.
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4,22 Dividends and appropriation to reserves

The Company recongnises a liability for dividend to equity holder when it is authorized as per corporate laws in

Pakistan. The transfer of reserves within the equity are reconized when these are approved as per the applicabie
laws.

5.  SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Company's financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at the end of the reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability affected in future periods.

In the process of applying the accounting policies, management has made the following judgments, estimates and
assumptions which are significant to the financial statements:

Notes
determining the residual values, useful lives and impairment of property, ptant and equipment 42,43&7-
valuation of inventories 4.7,4.8,13 & 14
provision against trade debts 49 & 15
provision for tax and deferred tax 4.12,12,18 & 32
warranty obligations 417 &22.4
impairment on non financial assets 45
contingencies 24

8.  STANDARDS, INTERPRETATIONS AND AMENDMENTS TO APPROVED
ACCOUNTING STANDARDS THAT ARE NOT YET EFFECTIVE

The following amendments and interpretations with respect to the approved accounting standards as applicable in Pakistan
would be effective from the dates mentioned below against the respective standard or interpretation:

Effective date (annual perlods

Standard or interpretation beginning on or after)
IFRS 10 - Consolidated Financial Statements 01 January 2015

IFRS 11 - Joint Arrangements 01 January 2015

IFRS 12 - Disclosure of Interests in Other Entities 01 January 2015

IFRS 13 - Fair Value Measurement 01 January 2015

IAS 19 - Employee Contributions - (Amendment) 01 July 2014

1AS 32 - Offsetting Financial Assets and Financiatl liabilities - {Amendment) 01 January 2014

IAS 36 - Recoverable Amount for Non-Financial Assets - (Amendment) 041 January 2014

The Company Is currently evaluting the impact of the above revisions, amendments and adoption of the standards on the
Group's financial statements in the period of initial application.

In addition to the above standards and interpretations, amendments to various accounting standards have also been issued
by the JASB. Such improvements are generaily effective for accounting periods beginning on or after 01 July 2014. The
Company expects that such improvements to the standards will not have any impact on the Company's financial statements
in the period of initial application.

Further, following new standards have been issued by IASB which are yet to be notified by the SECP for the purpose of
applicability in Pakistan.

IASB Effective date
{annual periods
beginning
Standards on or after)
IFRS 9 - Financial Instruments: Classification and Measurement 01 January 2018
IFRS 14 - Regulatory Deferral Accounts 01 January 2016
{FRS 15 ~ Revenue from Contracts with Customers 01 january 2017
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O BT s

(Rupees in '000)
7. PROPERTY, PLANT AND EQUIPMENT

Operating fixed assets 71 597.311 (S8
Capital work-in-progress ' 75 11,319
608,630 612471
]

7.1 Statement of operating fixed assets

cC 0SsST DEPRECIATION
Written down
As at july 01, Additions / Disposals / As at June 30, As at july 01, Depreclation / On disposals / As at June 30, value as at
2013 t fers* fers* 2014 Rate 2013 transfers* transfers* 2014 June 30, 2014
(Rupees in "000) % (Rupees in '000)
Owned:
Land - Freehoid 12,749 - (650) 5,012 - - - - - 5,012
{7,087)*
- Leasehold 14,742 - - 21,829 3 3,190 508 - 3,698 18,131
7,087
Bullding on freehold land
- Factory building 270,035 - - 270,035 10 136,455 13,359 - 149,814 120,221
- Non factory building 58,214 - - 62,486 510 15,736 4,466 - 20,881 41,605
4,272* 679*
Raitway sliding 792 - - 792 5 708 4 - 712 80
Ptant and machinery 958,469 78,780 (12,472) 1,020,324 10-30 641,559 59,601 (11,894) 688,587 331,737
(4,453)* (679)*
Furniture and fittings 22,079 1,617 {24) 23,672 15-20 13,516 1,358 (21) 14,687 8,985
- (166)*
Vehicles 56,161 6,762 (4,273) 58,650 20 34,066 4875 (1,556) 37,390 21,260
- 5“
Office and mills equipment 48,147 3,473 (437) 51,183 10-30 29,233 3,410 (383) 32,260 18,923
Computer equipment 56,243 3,157 (397) 59,003 3333 45,272 6,683 (314) 51,621 7,382
- (20)*
Jigs and fixtures 143,246 7125 (6,232) 144,320 33.33 109,271 17,125 (6,232) 120,345 23,975
181* 181%
2014 1,640,877 100,914 {24,485) 1,717,306 1,029,006 111,389 (20,400) 1,119,995 597,311

711 Additions include transfers from capital work-in-progress amounting to Rs. 73.133 million (2013: 58.385 mitlion).

112 Fixed assets include moulds having book value of Rs. 0.210 million (2013: Rs. 1.467 million) in the possession of sub-contractors.
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Owned:
Land - Freehold
- Leasehold

Buillding on freehold tand
- Factory building

- Non factory building
Raiiway sliding

Plant and machinery

Furniture and fittings

Vehicles

Office and mills equipment

Computer equipment

Jigs and fixtures

Leased:
Vehicles

2013

7.2 The depreciation charge for the year has been allocated as follows:

Cost of sales
Distribution costs
Administrative expenses

13 Fixed assets include fully depreciated assets amounting to Rs. 35.033 million (2013: Rs 131.737 million).

DEPRECIATION

C 0SsST
- . on ! Written down
As at july 01, Additions/ Disposals / As at june 30, Rate As at july 01, Dep / P / As at june 30, value as at
2012 fers * fers ¥ 2013 % 2012 transfers* fers * 2013 June 30, 2013
Rupees In thot Rup in th q
12,749 - - 12,749 - - - - - 12,749
14,742 - - 14,742 3 2,246 944 - 3,190 11,552
257,832 12,203 - 270,035 10 122,310 14,145 - 136,455 133,580
25,201 33,013 - 58,214 510 13,823 1,913 - 15,736 42,478
792 - - 792 5 704 4 - 708 84
921,851 39,556 (1,203) 958,469 10-30 585,078 58,968 (1,169) 641,559 316,910
(1,735)* - {1,318)* -
19,856 2,223 - 22,079 15-20 12,110 1,406 - 13,516 8,563
51,705 4,908 (7,651) 56,161 20 30,230 5,415 {5,019} 34,066 22,095
7,199+ - 3,440*
39,808 5,049 - 48,147 10-30 22,964 3,270 - 29,233 18,914
3,290% - 2,999*
52,377 5,765 (344) 56,243 33.33 38,002 9,128 177) 45,272 10,971
(1,555)* - (1,681)*
98,454 44,792 - 143,246 33.33 95,430 13,841 - 109,271 33,975
1,495,367 147,509 (9,198} 1,640,877 922,897 109,034 {6,365) 1,029,006 611,871
7.199* 3,440*
7,199 - - - 20 3,401 39 - - -
- (7,199) - (3,440)
7,199 - - - 3,401 39 - - -
- (7,199)* - (3,440)*
1,502,566 147 509 (9,198) 1,640,877 926,298 109,073 {8,366) 1,029,008 611,871
7.199* (7,199)% o RAAns - (3,440 o T
e e e

[ Note Il 2014 I LEL

(Rupees in '000)

26 105606 Gl
27 776 - B2
28 5,007 4,798

111,389

109,073
T
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7.4 The following property, plant and equipment were disposed off during the year:

Particulars

Land
Land - Free hold

Plant and machinery

Electric motors

Looms
Items having book value

upto Rs. 50,000

Vehicles

Toyota Corolla
Daihatsu Cuore

Daihatsu Cuore
Motor Cycle
Items having book value

upto Rs. 50,000

Office and mill equipment
items having book value

upto Rs. 50,000
Fumiture and fittings
Items having book value

upto Rs, 50,000
Computer equipment
Laptop

Items having book value

upto Rs. 50,000

Jigs & Fixtures
items having book value

upto Rs. 50,000

2013

7.5 Capital Workdn-Progress

Plant and machinery

Office and mills equipment

Vehicles

Original } Accumulated | Written Sales Gain
cost depreciation down procseds Mode of disposal Particulars of buyers
value Note 29
{Rupees in '000)
650 - 650 5,500 4,850 Negotiation Dynea Pakistan
Limited, Karachi
168 24 144 168 24 | Negotiation Siemens Pakistan
Engineering Co.
8,893 8,663 230 11 250 11,020 | Negotiation Mr. Matik Abdul Hameed
3,411 3,207 204 265 61| Various Various
12,472 11,894 578 11,683 11,105
2,212 258 1,954 1,954 - Negotiation Habib METRQ Pakistan
{Private) Limited - related party
619 398 221 241 20| Sold under company's Mr. Abul Hassan- Employee
car scheme
604 422 182 550 368 | Negotiation Mr. Mohammed llyas - Employee
69 5 64 64 - Insurance Claim Habib Insurance Company Limited
- a related party
769 473 296 431 135} Various Various
4,273 1,556 2,717 3,240 523
437 383 54 127 73  Various Various
24 21 3 4 1 Negotiation Azam Associates
106 23 83 83 - Negotiation Habib METRQ Pakistan
(Private) Limited - related party
291 291 - 82 82 | various Various
397 314 83 165 82
6,232 6,232 - 59 59 Various Various

9,198

6,365 .

9,584

6,751

2014

{Rupees in '000)

2013
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8. INVESTMENT PROPERTY

COST DEPRECIATION
As at June As at July  Depreciation for As atJune ‘Book value as
30,2014 01,2013  theyear(Note 30,2013  atJune 30,  Depreciation

28) 2014 Rate %
{Rupees in '000)
Freehoid land 891 - - - 891 -
Building on freehold land 694 553 7 560 134 5
2014
2043 1,585 845 E 8 o 553 i 1,082

e e e e e e

8.1 Investment property comprises of a godown heid at Muyltan which has been let out. The fair value of the property determined on the basis
of a valuation carried out by an independent professional valuer, as at June 30, 2014 amounts to Rs.32.073 million (2013: Rs. 28.68
million). The valuation was arrived on the basis of market intelligence, indexation of the original cost, year of construction and present
physicai condition and location.

9.  LONG-TERM INVESTMENTS

Note 2014
| Note 2014 |

Holding %

2013 2014 2013

{Rupees In '000)
Investments in related parties

Subsldiarles, unquoted - at cost

Nobie Computer Services (Private) Limited 100 1,086 1,086
Pakistan Industrial Aids (Private) Limited Iﬁﬂ 10,0600 -10,000
Habib METRO Pakistan (Private) Limited (HMPL) 60 2,789,223 2,789,223
A-One Enterprises (Private) Limited 100 61,395 61,395
Thal Boshoku Pakistan {Private) Limited 9.4 - 104,500 -

Makro-Habib Pakistan Limited (MHPL) 100 : 223,885 223,885

3,190,089 - 3,085,589

Associates - at cost 9.2
Listed

Indus Motor Company Limited 6:22 48,900

4.63 561

735 9,473

t3g 15,585 2

74,519 - 74,519

Habib Insurance Company Limited
Agriauto Industries Limited

Shabbir Tiles & Ceramics Limited

Unlisted
METRO Habib Cash & Carry Pakistan

284,205

{Private) Limited (MHCCP) 93 25
Other investments - at fair value
Available for sale - Quoted
Habib Sugar Mills Limited 44,096
GlaxoSmithKiine (Pakistan) Limited 185
Dynea Pakistan Limited - 32,475
76,756

TOTAL

3.653,907 3,520,969
e

8.1 The investment in subsidiary company has been made pursuant to a Joint Venture Agreement between the Company, Toyota Boshoku
Corporation, Japan and Toyota Tsusho Corporation, Japan, for the manufacturing of Air Cleaner set assembiy, Seat Track Sub Assembly
and the Seat Side Frame Sub Assembiy. The Company hotds 55% shares in the subsidiary company under the joint venture arrangement.
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9.2 Although the Company has less than 20% equity interest in all its associates except MHCCP, the management
believes that significant influence over these associates exists by virtue of the Company’s representation on the Board
of Directors of the respective companies.

9.3 The Company hoids a put option with respect to its hoiding in MHCCP whereby, if MHCCP does not achieve specified
financial performance targets, the Company may require Metro Cash and Carry international Holding BV to acquire
the shares of MHCCP at a price to be determined on the basis of a predefined mechanism. The put option is
exercisable from June 27, 2014 to June 26, 2019 subject to certain conditions.

m 2014 o 2013

10. LONG TERM LOANS AND DEPOSITS (Rupees in '000)

Loans to employees - unsecured, considered good
Interest bearing
interest free
Current portion 16

Long-term deposits
Security deposits
Utilities
Others

Loan to A-One Enterprises (Private) Limited, a subsidiary company 10.1

10.1 It represents interest free loan given to subsidiary company for operational requirements. The loan is recoverable
after 2015,

11. LONG TERM PREPAYMENT

Rent 111
Current portion 16

111 Represents advance rent paid in respect of service centre upto June 2016.
12, DEFERRED TAX ASSET - net

Deferred tax comprises temporary differences relating to :

Provisions 113,621
Accelerated tax depreciation (67,966)

13. STORES, SPARES AND LOOSE TOOLS

Stores
Spares
Loose tools

14. STOCK-N-TRADE

Raw material

- In hand 14.1 2,146,446

- In transit 314,131
Work-in-process 171,239
Finished goods 459,441
14.2 3.091,257

14.1 Raw materials amounting to Rs. 13.218 million (2013: Rs. 8.399 million) are held with the sub-contractors.

14.2 Stock-in-trade includes items amounting to Rs. 793.164 million (2013: Rs. 484,391 million) carried at net realisable
value. [Cost Rs. 841.973 million (2013: Rs. 500.872 million)].

15. TRADE DEBTS - unsecured

Considered good 15.1 873,476 1,007,691
Considered doubtful

10,001 29,134
Provision for impairment 15.2 10,001 See . (29.134)]

- “

873476 W 1.007.691
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16.

15.14 This includes amount due from following related parties:

Indus Motor Company Limited

Habib Metropolitan Bank Limited

Shabbir Tiles & Ceramics Limited

Schneider Electric Pakistan (Private) Limited

15.2 Reconciliation of provision for impairment of trade debts

Balance at the beginning of the year
Charge for the year
Reversal for the year

Balance at the end of the year

LOANS, ADVANCES, DEPOSITS, PREPAYMENTS
AND OTHER RECEIVABLES

Considered good - unsecured
Loans
Current portion of long term loans to employees

Advances
Suppliers
Employees

Deposits
Tender / Performance guarantee
Margin against letter of credit
Container deposits

Short-term prepayment
Current portion of long term prepayment
{nsurance
Others

Other receivables

16.1  Other receivables

Duty drawback

Custorn duty refundable
Insurance claims receivable
Rent

Workers' profit participation fund
Others

16.1.1 Workers' profit participation fund (WPPF)

Payable to WPPF at the beginning of the year
Allocation for the current year

Interest on funds utilised in the Company's business
Liability for WPPF

Paid during the year

Net receivable from / (payable to) WPPF

OUR CUSTOMERS OUR STRENGTH

m 2014 . 2013

(Rupees in '000)

42,457 155,588
- . 20
2,960

e 158,568

4730

24,404

24,404
L 29134

29

10 69

9,316
t 2003

11,319

T ey BAE ]
38,895

8,100
46,995

3,780

; 2968

: 2,944
T 14892
53,181
Sl 126i256~

11

16.1

77,611

9,956
38,000

: 10
100
5,115
181

L f

(12.564)
(118 495)
(211)
103.843 127.775
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(Rupees in '000)

16.1.2 This includes receivable from the following related parties:

Agriautos Industries Limited

Habib Metropolitan Bank Limited

Noble Computer Services (Private) Limited
Thal Boshoku Pakistan (Private) Limited

17. SHORT-TERM INVESTMENTS
Held-to-maturity - at amortised cost

Term deposit receipts 171 1,700,909
Accrued profit thereon 449

1.701.358
Musharika certificate 17.2 50,000

Accrued profit thereon 165

50,165
Designated at fair value through profit and loss account

Open end mutual funds
1,751,523

17.1 These deposits are with Habib Metropolitan Bank Limited, a related party and carry profit rate ranging from 6.50% to
9.75% {2013: 8.25% to 8.75%) per annum and having maturity ranging from July 28, 2014 to December 31, 2014
out of which Rs. 0.909 miltion (2013: Rs. 0.809 million) is under lien against a letter of guarantee issued by the bank
on behalf of the Company.

17.2 These carry profit rate at 9.25% per annum and having maturity upto September 18, 2014.

18. INCOME TAX - net

Group Tax Relief adjustments 181 593,466 593,466
Income tax provision less tax payments - net (299,998) ‘ (483 593)
. 109873

18.1 In terms of the provisions of Section 59B of the Income Tax Ordinance, 2001 (the Ordinance), a subsidiary company
may surrender its tax losses in favour of its holding company for set off against the income of its holding Company
subject to certain conditions as prescribed under the Ordinance.

Accordingly, the Company adjusted its tax liabilities for the tax years 2008 to 2010 by acquiring the losses of its
subsidiary company and consequently an aggregate sum of Rs. 593.466 million equivalent to the tax value of the
losses acquired has been paid to the subsidiary company.

The original assessments of the Company for the tax years 2008 to 2010 were amended under Section 122(5A) of
the Ordinance by the tax authorities by disatllowing Group Relief ciaimed by the Company under Section 59B of the
Ordinance aggregating to Rs. 593.466 million. The Company preferred appeals against the said amended
assessments before the Commissioner Inland Revenue (Appeals) who vide his orders dated 10th June 2011 and 11th
July 2011 has held that the Company is entitied to Group Relief under section 59B of the Ordinance. However, the tax
department filed an appeal before the Income Tax Appellate Tribunal against the Commissioner Inland Revenue
(Appeal) (CIR) Order. The Appellate Tribunal has passed an order in favour of the Company for the above tax years; the
CIR filed an appeal against the order of ITAT before the High Court of Sindh and with the Chairman ITAT for the tax
year 2008 which is pending adjudication.

19. CASH AND BANK BALANCES

With banks in:
Current accounts 88,026
Deposit accounts 19.1 637,545
725,571
In hand 1921

384,675 727,492

19.1 These represent deposits with Habib Metropolitan Bank Limited, a related party. These carry markup at the rates
ranging from 7% to 8% (2013: 7% to 10.25%) per annum.
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20. ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

4

2014 . 2013 2014 2013

Number of ordinary

(Rupees in '000)

Fully paid in cash 25,750
{ssued as fully paid bonus shares:
Opening balance
Issued during the year -
64,640,390 : Closing balance 323,202

. Shares issued under the Scheme of
11,239,669 11339669 Arrangement for Amalgamation
81,029,909 . g ﬁ 9,909

20.14 As at June 30, 2014: 7,874,443 (2013: 8,200,839) ordinary shares of Rs. 5/- each are held by related parties.

24. RESERVES
Capital reserves

Reserve on merger of former Pakistan Jute and

Synthetics Limited and former Thal Jute Mills Limited 13,240
Reserve on merger of former Pakistan Paper Sack
Corporation Limited and former Khyber Papers (Private) Limited 42,464

55,704 § 55,704

Revenue reserves
General reserve

7,906,999 7,092,999
Unappropriated profit 956,900 1,422,396

8,863,899 8,515,395
Gain on change in fair value of available for sale investments - net 93,986 65,548
9.013,589 8636647
22, TRADE AND OTHER PAYABLES

Creditors 221 248,373 308,902
Accrued liabilities 222 420,311 391,623
Custom duty payable 81,981 12886
Unclaimed salaries 7,878 § 8,313
Warranty obligations 223 117.642 1 94,904
Royalty payable 224 60,799 74,228
Workers' profit participation fund 16.1.1 - : 3,495
Workers' welifare fund 36,193 E 46,929
Security deposits 1,108 1,018
Unclaimed and unpaid dividend 43,413 28,925

Consideration payable against acquisition of shares of i
Makro-Habib Pakistan Limited 225 429821 § 429,821
Other liabilitles 226 40,730
1441774

22,1 This includes amounts due to related parties:

Auvitronics Limited 6071
Makro-Habib Pakistan Limited 1,469

Pakistan Industrial Aids (Private) Limited

22.2 This includes amounts due to related parties:

Habib Insurance Company Limited 758 B 1498
PSS e

E OUR CUSTOMERS OUR STRENGTH



Notes to the Financial Statements

For the year ended June 30, 2014

2l . 92013

(Rupees in '000)
22.3 Waranty obligations

Balance at the beginning of the year
Charge for the year 27

Claims paid during the year
Balance at end of the year

224 Royalty payabie

90/470

Balance at the beginning of the year 59
Charge for the year 26 . 102,479
Paid during the year 318,721y
Balance at the end of the year : it 74@28

225 Conslderation payabie against acquisition of shares of MHPL
During the year 2010, the Company acquired additional shares of MHPL at an aggregate purchase consideration of Rs. 1,376 million.

Under the terms of share purchase agreement, the Company paid an amount of Rs. 946 million towards the purchase consideration
of the shares. However, the balance consideration amounting to Rs. 430 million was payabie by the Company on the occurrence of
the following events:

a) The Company determines that the Group tax relief for the years 2008 to 2010, as claimed by the Company,
can be fully sustained or is unable to make such determination by June 2014; and

b) The Company determines that MHPL will not incur an impairment loss in case of ciosure of its Saddar store
or is unable to make such determination about the impairment by June 2014.

Accordingly, the above contingent balance payment on account of Group Tax Rellef and impairment of Saddar Store of MHPL as
referred above amounting to Rs. 251 million and Rs. 179 million respectively has been recognized fully as a liability in these financial
statements (including Rs. 49.253 million payable to Agriauto Industries Limited and Rs. 0.995 million payable to Auvitronics Limited
- both related parties).

As per the share purchase agreement, the payment is due as on June 30, 2014,

22,7  Other liabilities

Tax deducted at source S igay

Employees Old-Age Benefits Institution (EOBI) 5 .
Advances from customers 30.395
Payable to retirement benefit fund 4,699
Others /4,809
40,730

23. SHORT TERM BORROWINGS - Secured
Short-term running finance - Banks

Related party 6,948
Others 420
231 7,368

23.1 Available limits of the running finance facilities amount to Rs. 2,453 million (2013: Rs. 2,453 million). The facilities carry mark-up
at rates ranging from one month to three months’ KIBOR plus spreads of 0.75% to 0.90% (2013: 0.75% to 1%) per annum. The
facilities are secured by way of joint pari passu charge against hypothecation of the Company’s stock-in-trade and book debts. The
facilities have a maturity till February 10, 2017.
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o s

(Rupees in '000)
24. CONTINGENCIES AND COMMITMENTS
24.1 Contingencies

24.1.1 Letter of guarantees issued by banks on behaif of the Company. 59759

24.12 Post dated cheques have been Issued to Collector of Custom in respect of
differential duty between commercial and concessional rate of duty, duty and tax
remission on exports and safe transport requirement under various SRO's. bAb: byl = 196,942

24.1.3 The Subsidiary company MHPL owns a retail store in Saddar Karachi. The
Supreme Court of Pakistan, in its judgment released on December 18, 2009,
cancelled the 90 years lease (for the area where Saddar store is located) granted
by the Government of Pakistan (GoP) to the Army Welfare Trust (AWT) dated
December 19, 2002 on the basis that it was granted without lawful authority. As
a consequence, the Supreme Court of Pakistan also cancelled the sub-lease
granted in favour of the MHPL by AWT dated July 31, 2006. MHPL was allowed
three months from the date of judgment to remove its structures and
installations from the subject land and hand-over the subject land's vacant
possession to City District Government Karachi.

MHPL filed a review petition against the judgment of the Supreme Court of
Pakistan and GoP and AWT also filed review petitions on January 22, 2010. The
matter has not been definitively decided up till now.

During the year 2012, MHPL entered into an Operation Agreement with MHCCP
whereby MHCCP was engaged to operate MHPL's AWT (Saddar) Store. Under the
above referred Operation Agreement, MHPL is required to pay to MHCCP an
Operation Fee of up to Rs. 792 million. Under the agreement between Metro BV
and the Company, if the Review Petition filed by MHPL in the Supreme Court is
definitively and conclusively decided adversely against MHPL prior to the payment
of the entire amount of Rs. 792 million by MHPL to MHCCP, then MHPL is
required to pay to MHCCP the balance of the Operation Fee (Rs. 792 million less
the Operation Fee paid up to date of such decision of Review Petition). If MHPL
fails to make such payment, the Company has agreed that it will make the
payment of the same to MHCCP,

However, no provision against the same has been considered necessary in these

financial statements as the Company expects a favourable outcome of the review -

petition, 792,000 B 792,000

24.2 Commitments
24.2.1 Letters of credit outstanding for raw material and spares 996.761 882,288
24.2.2 Commitments in respect of capital expenditure 12,294 ) 61,809

24.2.3 Commitments for rentals under ljarah finance agreements

Within one year 8,662 13,876
Later than one year but not later than five years 2,643 9,495

| 11,305 [ 23371

Represent ljarah agreement entered into with a Modaraba In respect of vehicles. Total ljarah payments due under the
agreements are Rs. 11.305 million and are payable in monthly instaliments latest by September 2017. These
commitments are secured by on-demand promissory notes of Rs. 41.313 million.
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25,

26.

REVENUE - net

Export sales
Local sales

Less: Sales tax
Sales discount
Sales returns

Add: Duty drawback

2013

(Rupees in '000)

2514 1,075,530
25.2 12,117,207

13,192,737

1,572,922
5,974
11,625,789

25.1 Export sales are stated net of export related freight and other expenses of Rs. 47.535 million (2013: Rs. 65.445 million).

25.2 Local sales are stated net of freight and other expenses of Rs. 51.951 million (2013: Rs. 57.023 million).

COST OF SALES

Raw material consumed
Salaries, wages and benefits
Stores and spares consumed
Repairs and maintenance
Power and fuel

Rent, rates and taxes
Vehicle running and maintenance
fnsurance

Communication

Travelling and conveyance
Entertainment

Printing and stationery

Legal and professional
Computer accessories
Provislon for royaity
Depreciation

Research and deveiopment
ljarah rentais

Technical assistance fee
Others

Work-in-process
Opening
Closing

Cost of goods manufactured
Finished goods

Opening

Closing

26.1 Raw material consumed

Opening stock
Purchases
Closing stock

26.1 8,286,247
996,011

132,534

77,658

312,439

1,828

10,349

9,889

3,954

8,593

926

3,882

1,293

3,285

224 87,951
7.2 105,606
3,521

5,240

10,089,350

185,870
459,441

1,653,805
8,778,888
(2,146,446
8,286.247

8,547,369
926,751
192 823
3 78,145
277490
1936
/10701
10,951
3,491
8477
436
3775
703
5067
102479
103,452
3441
7.025

S 1498
710,228,010

168,264
176,847

. (8,583)
10,219,427

391197
- (185,870)
©.2065,327

10,424,754

1,809,286
8,391,888
+7{1,653,805)

18,547,369
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27.

28,

DISTRIBUTION COSTS

Salarles and benefits
Vehicle running expense
Utilities

insurance

Rent, rates and taxes
Communication
Advertisement and publicity
Travelling and conveyance
Entertainment

Printing and stationery
Legal and professional
Computer accessories
Research and development
Depreciation

Provision for impairment of debts

Repairs and maintenance
Export expenses

Provision for warranty claims
ljarah rentals

Others

ADMINISTRATIVE EXPENSES

Salaries and benefits
Vehicle ruaning expense
Printing and stationery
Rent, rates and taxes
Utilities

Insurance

Entertainment
Subscription
Communication
Advertisement and publicity
Repairs and maintenance
Travelling and conveyance
Legal and professionat
Computer accessories
Auditors' remuneration
Depreciation

Depreciation on investment property

fjarah rentais
Charity and donations

Directors' fee & meeting expenses

Others

28.1  Auditors' remuneration
Audit fee
Haif-yearly review
Taxation services
Other certification
Out of pocket expenses

28.1.1 This includes Rs. 182,000 (2013: Rs. 175,000) on account of special audit for tax purpose.

28.2  Charity and donations

Charity and donations inciude the following donees in whom directors or his spouses are interested:

Name of donee

Mohammed Ali Habib
Welfare Trust

Habib Education Trust

Habib University
Foundation

Anjuman -e- Behbood-
-e- Samat -e- ltefal

m OUR CUSTOMERS QUR STRENGTH

Address of donee

2nd Floor, House of Habib, 3-
Jinnah Co-operative Housing
Society, Block 7/8, Sharae Faisal,
Karachi.

4th floor, United Bank building, L1
Chundrigar Road, Karachi.

147, Block 7&8, Banglore
Cooperative Housing Society, Tipu
Suitan Road, Karachi.

ABSA School 26-C Nationat
Highway, Korangi Road, Karachi.

72
15.2

223

281
7.2

28.2

2811

Name of directors/spouse
Mr. Rafig M. Habib - Trustee
Mr. Ali S. Habib - Trustee

Mr. Ali S. Habib - Trustee
Mr. Mohamedali R. Habib

- Trustee

Mr. Rafiq M. Habib - Trustee
Mr. Ali S. Habib - Trustee
Mr. Mohamedati R. Habib

- Trustee

Mrs. Rafig M. Habib - Vice
President

2014 : 2013
(Rupees In '000)

45524
4,365
1,479
2339
7,907
1778
1.566
6,679
(I 573
326
13
1,230
440 - 268
776 823
- 24,404
262 3,994
24,793 28,129
47,143 37,705
2,984 3,015
565 4,086
157,757 176,038
205,055 174522
11,593 11021
2,799 3,038
3,710 3,032
5,376 4,964
740 867
1,502 1,855
1,790 1.658
3,539 3364
286 316
6,046 2204
17,169 13281
70,632 745177
3,128 5,647
3,117 3,683
5,007 4,798
7 g
5,850 8428
17,988 21,6866
2,199 880
786 4,830
341.239
1,600
225
1,076
304
478
3,683
7247
5,250
4,250
36
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29,

30.

31

32.

33.

QTHER INCOME
Income from financlal assets
Dividend income
- Related parties
- Others
Profit on call deposit accounts and short term investments
Gain on redemption (2013: revaluation) of investments at fair value through profit and loss
Reversai of provision for impairment of trade debt
Liabilities / provisions no longer payable / required written back
Exchange gain - net

income from non financial assets

Gain on disposal of property, plant and equipment
Rental income

Claim from suppliers / customers

Others

FINANCE COSTS

Mark-up / interest on:
Long term finance
- Related party
- Others
Short-term borrowings
- Related party
- Others
Workers' profit participation fund
Finance lease
Bank charges and commission

OTHER CHARGES

Workers' profits participation fund
Workers' wetfare fund

Exchange loss - net

TAXATION
Current
Prior
Deferred

Ralati hin hah b

321 | p tax expense and accounting profit

Profit before tax
Tax at the rate of 34% (2013: 35%)
Tax effects of:

Income taxed at reduced rates
Income tax under Final tax regime
Tax effect of inadmissible items
Prior years

BASIC AND DILUTED EARNINGS PER SHARE
There is no dilutive effect on the basic earnings per share of the Company, which is based on:

Profit for the year after taxation

Weighted average number of ordinary shares of Rs. 5/- each in issue

Basic and diluted eamings per share

{Rupees in '000)

2014

411,699
6,714
89,654
60.099

15.2 19,133

587,558

7.4

6,089

634
78
211
5
. 4,606
12573

118408
47.276

6,914
=

i 172,685
O T ——

603,606
. . 24,032
(25162}

32.1 414476 §i : 502!4 76

2226771

1,775,855 226,
603,791 279370
(168,346) (154,827}
(30,563) . (50818
13,968 . 4119
- 24032
602,476

PR 1624295

Number of shares
in thousands

81,030 81,030

bl e

(Rupees)

16.80 1 2008

e T SRy
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m 2014 2013

{Rupess in '000)
Profit before taxation 1,775,855

34, CASH GENERATED FROM OPERATIONS

Adjustments for non-cash charges and other items:
Depreciation 111,396
Finance costs
Profit earned on cail deposit and short term investments
Liabilities / provisions no longer payable / required written back
Gain on revaluation of investments at fair value through profit and loss
Dividend income
Provision / (reversal) for impairment of debts - net
Provision for retirement benefits
Gain on disposal of property, plant and equipment

(485,185) §

1,290,670

(Increase) / decrease in current assets

Stores, spares and loose tools

Stock-in-trade

Trade debts )J

Loans, advances, deposits, prepayments and other receivables {25,514
Increase / (decrease) in current liabilities o

Trade and other payables (63,272

Sales tax payable - - {3,039

(439,248) 178,016

FEWPPR = 2010288
35. CASH AND CASH EQUIVALENTS o

Cash and bank balances 19 KIVEY (727,492

Term deposits 17 1,750,000 - 800000

Running Finance 23 (5,338) {1,368}
2,129,337 éSeZOEIIZ4

36. TRANSACTION WIiTH RELATED PARTIES
Related parties of the Company comprise of subsidiaries, associates, and companies with common directorship, retirement

funds, directors and key management personnel. Detail of transactions with related parties during the year, other than those
which have been disclosed in notes 37 and 18.1 in these financial statements, are as follows:

Sales 4,442,763 5,292 917
Professional Services acquired 73,135 61677
{nsurance premium 33,197 § :35,502
Purchase of assets 175 § -

Purchase of goods 92,257 § 111 466
Insurance claim received PASKE 3718
Mark-up and bank charges paid 5281 6,717
Profit received 89,340 § 97,509
Supplies purchased 24,430 20,603
Contribution to provident fund 39,785 33,473
Contribution to retirement benefit fund 2902 § 2998
Sales of assets 43 =

Rent paid 400 396
Rent received 3,351 2

investment in a subsidiary 104,500 =

There are no transactions with key management personnel other than under the terms of employment as disclosed in note 37
to the financial statements.

The receivable / payable balances with related parties as at June 30, 2014 are disciosed in the respective notes to the
financial statements.
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37. REMUNERATION OF EXECUTIVES, DIRECTORS AND CHIEF EXECUTIVE

: L aens
Chiet Chief
ive Direct: E I executive Directors Executives
(Rupees In '000)

Managerial remuneration 151305 f L oovlr. | 144,293
Company’s contribution to . e o
provident fund 5,699 4716
Company's contribution to . . !
retirement benefit fund 2,786 - 3,023
Other perquisites - 26 = . . . B
159,816 L : 152,300
Number of persans PG SRR IR

37.1 The chief executive, directors and certain executive of the company are provided with free use of company maintained cars.

372 Five non executive directors (2013: Four) have been paid fees of Rs. 1,070,000 (2013: Rs. 275,000) for attending board

meetings.

38. PLANT CAPACITY AND ACTUAL PRODUCTION

Annual Capaclty
Jute (Metric Tons) 33.800
Auto air conditioners (Units) 90.000
Paper bags (Nos. 000s) 140,000
Alternator (Units) 940,000
Starter (Units) 90,000

Actual Production
Jute (Metric Tons) 27,260
Auto air conditioners (Units) 46.531
Wire harness (Units) 63.253
Paper bags (Nos. 000s) 81,924
Alternator (Units) 781
Starter (Units) 777

Reason for shortfall / excess Low demand

38.1 The capacity of wire harness could not be determined as it is dependent on product mix.

38.2 The production capacity of Laminates Operations cannot be determined as this depends on the relative propartion of various

types of products.

201 2013
39. PROVIDENT FUND (Rupees in 000)
Size of the fund 582,822 475528
Percentage of investments made 99.00%
Fair vaiue of investments 470,796
Cost of investments made 465503

39.1 Break-up of investments in terms of amount and percentage of the size of the provident fund are as foilows:

L pm

Investment investment
as a % of as a%of
Investments size of investments size of
{Rs '000) the fund (Rs '000) the fund
Government securities 105752 22.24%
Term finance certificates and Sukuks 43,728 9.20%
Term deposit receipts and cail deposit: 224487 47.21%
Listed securities and mutual fund units 196 829 20.36%
39.2 Investments out of provident fund have been made in 1ce with the provisions of the section 227 of the Companies

Ordinance, 1984 and the rules formulated for this purpose.

39.3 The above information is based on unaudited financiat 1ts of the provi fund.
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40. FINANCIAL RISK MANAGEMENT ORJECTIVES AND POLICIES

The Company’s financial Instruments are subject to credit risk, liquidity risk, foreign currency risk, interest rate risk and equity price risk. The
Board of Directors oversee policies for managing each of these risks which are summarised beiow.

40.1 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a
financiai loss.

Concentration of credit risk arises when a number of counterparties are engaged in similar business activities or have similar
economic features that would cause their ability to meet contractual obligations to be similarly affected by changes in economic,
political or other conditions. Concentration of credit risk indicates the relative sensitivity of the Company's performance to
developments aftecting a particutar industry.

The Company is mainly expased to credit risk on trade debts, short term investments and bank baiances. The Company seeks to
minimize the credit risk exposure through having exposure only to customers considered credit worthy and obtaining securities where
applicable.

Quality of financial assets
The credit quality of financial assets is analyzed as under:

Trade debts 2014 2013

The analysis of trade debts is as follows: (Rupees in '000)

Neither past due nor impaired {includes Rs. 21.137 million
(2013: Rs. 70.794 million) receivabie from related parties.} 564,281 658,531
Past due but not impaired '
- Less than 90 days [includes Rs. 22.926 million : ;
(2013: Rs. 86.364 million) receivable from related parties.] 284,810 . 211,962

- 91 to 180 days [includes Rs. 0.171 million

{2013: Rs. 0.252 million) receivable from related parties.] 24,171 134,371
- 181 to 360 days [includes Rs. Nil

{2013: Rs. 1.158) receivable from related parties.} 214 2,

873,476 1,007,691
b i
Bank balances and deposits

Ratings

Al+ 683,467
A-1+ 42,012
A-1 =
A2 i3
P-1* 74

382,581 725571
b e
* This reflects rating assigned by an international rating agency to foreign banks., :

Short term investments

Ratings

Al+ 1751,533 808,845
AA(+) 285673
AA(f) 496,085
AAA(f) 214038

40.2 LIQUIDITY RISK

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments associated with the financial
instruments. To guard against the risk, the Company has diversified funding sources and the assets are managed with liquidity in mind.
The maturity profile is monitored to ensure that adequate liquidity is maintained.

Year ended June 30, 2014 Less
than 3to12 1to5
On demand 3 months months years Total
{Rupees in '000)
Short-term borrowing - secured 5,338
Trade and other payables 1,120,080
Accrued markup 34
1,125,452
Year ended June 30, 2013 Less
than 3tol2 1to5
On demand 3 months months years Total
{Rupees in '000)
Short-term borrowing - secured 7,368 ;. - - = 7.368
Trade and other payables 1.169.454 LS - P 1,169,454
Accrued markup z > - - T
1176829 - - - 2,176,829
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40.3 Foreign Currency risk

Foreign currency risk is the risk that the value of financial assets or a financial liability will fluctuate due to a change in foreign
exchange rates. It arises mainly where receivables and payabies exist due to transactions in foreign currency. The Company's exposure
to foreign currency risks is as follows:

Trade receivabies (US Dollars) 317,894
Trade receivabies (Euros) -

Trade receivables (AED) 1.270.306
Trade receivables {SAR) 1,114,489

Trade and other payables (US Dollars) 1,138,002

Tatal (Euraos) - receivables
Total (US Doliars) - payables
Total (AED) - receivables
Total (SAR) - receivables

The following significant exchange rates have been applied at the balance sheet date:
US Dollars
Euros

AED
SAR

Sensitivity anatysis:

The following table demonstrates the sensitivity to a reasonably possible change in the US dollar, Euro, AED and SAR's exchange rate,
with ail other variables heid constant, of the Company’s profit before tax and the Company’s equity.

Change in  Effect on profit Effect on

US dollars, or (loss) before equity
Euros, AED tax
& SAR's rate
% {Rupees In '000)
+10 1,761 1,350
-10 761 350
2013 +10 g6 (5621)
-10 T F06 5621

40.4 Interest rate risk

Interest rate risk is the risk that the fair vaiue of future cash flows of a financial instrument will fluctuate because of changes in market
interest rates. The Company’s exposure to the risk of changes in market interest rates relates primarily to the Company's short-term
borrowings and cash in deposit account. The interest rates on these financiai instruments are disclosed in the respective notes to the
financial statements.

Sensltivity Analysis:

The following figures demonstrate the itivity to a bly possible change in interest rate, with all other variables held constant,
of the Company’s profit before tax:

increase / Effect on
decrease in profit before
basls polnts tax

2014

KIBOR + 100

KIBOR - 100

12013
KIBOR + 100 b5 6!302
KIBOR -100 . (6,302)

40.5 Equity price risks

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

The Company’s quoted equity securities are susceptibie to market price risk arising from uncertainties about future values of
the investment securities. The Company manages the equity price risk through diversification. Reports on the equity portfolio
are submitted to the Company’s Board of Directors on a regular basis. The Board of Directors review and approve all equity
investment decisions.
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41. CAPITAL RiSK MANAGEMENT

The Company's objective when managing capital is to safeguard the Company’s ability to continue as a going concern and
continue to provide returns for shareholders and benefits for other stakehoiders and to maintain an optimal capital structure to
reduce the cost of capital. The Company is currently financing its operations through equity and working capital.

42. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in
an arm's length transaction. Investment in subsidiary companies and associates are carried at cost. The carrying values of all
other financial assets and liabilities reflected in the financial statements approximate their fair values.

Financial assets which are tradable in an open market are revaiued at the market prices prevailing on the balance sheet date.
The estimated fair value of all other financial assets and liabilities is considered not significantly different from their book
value.

Fair value hierarchy
The Company uses the following hierarchy for disclosure of the fair value of financial instruments by valuation techniques:

Level 1: Quoted prices in active markets for identical assets.

Level 2: Other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either
directly or indirectly; and

Level 3;: Techniques which use inputs which have a significant effect on the recorded fair value that are not based on
observable market data.

As at June 30, 2014, the Company has only available-for-saie investments measured at fair vaiue using level 1 valuation
techniques.
43. NON ADJUSTING EVENT AFTER THE BALANCE SHEET DATE
The Board of Directors in its meeting held on August 26, 2014 has approved the following:
(i) transfer of Rs. 754 million from unappropriated profit to generai reserve; and

(ii) payment of cash dividend of Rs. 2.50 per share for the year ended June 30, 2014 for approval of the members at the
Annual General Meeting to be held on September 29, 2014.

44. GENERAL

441 The number of employees as at June 30, 2014 was 5,061 (2013: 6,181) and average number of employees during
the year was 5,897 (2013: 6,094).

442 Corresponding figures have been re-arranged and reclassified, wherever necessary. No significant reclassifications /
re-arrangements were made during the current year except as follows:

Rupees
Reclassification from Reclassification to u'pe fn
Stores, spares and loose tools Property, plant and equipment 32,049

443 Figures have been rounded off to the nearest thousands.
45. DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue on August 26, 2014 by the Board of Directors of the Company.

ASIF RiZVi SOHAIL P. AHMED
CHIEF EXECUTIVE VICE CHAIRMAN
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