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COMPANY INFORMATION

BOARD OF DIRECTORS

1. Mr. Amanullah Kassim Chairman Independent Director
2. Mr. Asif Misbah Chief Executive Executive Director

3.  Mr. Swaleh Misbah Khan Executive Director

4. Sheikh Muhammed Waseem Independent Director
5. Shaikh Aamir Naveed Executive Director

6. Mr. Sohaib Umar Independent Director
7.  Mr. Islahuddin Siddiqui Independent Director
8. Ms. Masarrat Misbah Non-Executive Director
9. Mr. Muhammad Yahya Chawla Non-Executive Director

BOARD AUDIT COMMITTEE
1. Sheikh Muhammed Waseem Chairman
2. Mr. Sohaib Umar Member
3.  Mr. Muhammad Yahya Chawla Member
BOARD HUMAN RESOURCE AND REMUNERATION COMMITTEE
1. Mr. Islahuddin Siddiqui Chairman
2. Shaikh Aamir Naveed Member
3. Mr. Muhammad Yahya Chawla Member
CHIEF FINANCIAL OFFICER
Syed Khalid Noor
COMPANY SECRETARY
Mr. Asif Javed

INTERNAL AUDITORS

KPMG Taseer Hadi & Co.
Chartered Accountants

EXTERNAL AUDITORS

EY Ford Rhodes
Chartered Accountants

SHARIAH ADVISOR

Mufti Muhammad Najeeb Khan
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BANKERS

Al Baraka (Pakistan) Limited

Bank Al Habib Limited - Islamic Banking Branch

Bankislami Pakistan Limited

Dubai Islamic Bank Pakistan Limited

Habib Bank Limited - Islamic Banking Branch

Habib Metropolitan Bank Pakistan Limited - Islamic Banking Branch
MCB Bank Limited

MCB Islamic Bank Limited

Meezan Bank Limited

SHARE REGISTRAR

F.D. Registrar Services (Pvt) Limited
17th Floor, Saima Trade Tower-A

I. I. Chundrigar Road, Karachi
Telephone: + 92 21 32271905-6
Fax: + 92 21 32621233

Email: fdregistrar@yahoo.com

REGISTERED OFFICE
F-216, SITE, Karachi - 75700
Telephone: +92 21 32591000 / +92 21 32575311-14 (4 Lines)
Fax: +92 21 32564236
Email: info@macter.com

WEBSITE

www.macter.com

03



VISION, MISSION AND VALUES

VISION

We see Macter as an integrated global healthcare company serving patients,
healthcare professionals and customers with high quality and innovative products
and services. We are committed to achieving our vision in an ethical and socially

responsible manner.

MISSION

Macter exists to:
e serve humanity by improving health and well-being;
e facilitating all associates to achieve their potential with dignity; and

e providing a means for an ethical and fair livelihood.

VALUES

e Shariah Compliance

* Benevolent Intent

e Customer Focus

e Communication & Teamwork
e Excellence

e Leadership
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Annual General Meeting (AGM) of Macter International Limited (the
Company) will be held on Monday, October 26, 2020 at 9:45 am through video link facility managed from
the Company's head office at F-216 SITE, Karachi, to transact the following business:

ORDINARY BUSINESS:

1.

To receive, consider and adopt the audited consolidated and un-consolidated financial statements of
the Company for the year ended June 30, 2020 together with the reports of the directors and auditors
thereon.

To appoint auditors and fix their remuneration for the year ending June 30, 2021. The present auditors
M/s. EY Ford Rhodes, Chartered Accountants, retire and being eligible, have offered themselves for
reappointment. The Board of Directors, on recommendation of the Board Audit Committee, has
proposed appointment of auditors M/s. EY Ford Rhodes, Chartered Accountants for the year ending
June 30, 2021.

By Order of the Board

Asif Javed
Company Secretary

Karachi
October 5, 2020

NOTES:

1.

(i)

(ii)

Closure of Share Transfer Books

The share transfer books of the Company will remain closed from October 19, 2020 to October 26,
2020 (both days inclusive). The Members whose names appear on the Register of Members as on
October 17, 2020 shall be entitled to attend and vote at the AGM.

Participation in AGM

In pursuance of SECP's Circular No. 5 dated March 17, 2020, Circular No. 10 dated April 1, 2020 and
Circular No. 25 dated August 31, 2020 respectively pertaining to Regulatory Relief to dilute impact of
Corona Virus (COVID 19) for Corporate Sector, the members shall be entitled to attend the proceedings
of the AGM through online means using a video link facility, Zoom application or other electronic
means for the safety and well-being of the valued members and the general public.

The members who wish to attend the AGM through video link are requested to get themselves

registered by sending their particulars at the designated e-mail address (cosec@macter.com), giving
particulars as per below table by the close of business hours (5:00 p.m.) on October 19, 2020:
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Folio / CDC No. of Cell No. E-mail

Full Name CNICNo Account No. Shares Held Address

(iii)

(iv)

The webinar link would be provided through email to the registered members / proxies who will
provided all the requested information and a copy of valid CNIC. The members are also encouraged
to send their questions, if any, relating to the agenda items of the AGM on the above-mentioned e-
mail address by the close of business hours (5:00 p.m.) on October 19, 2020.

In pursuance of Circular No. 1. of 2000 of SECP dated January 26, 2000 the beneficial owners of the
shares registered in the name of Central Depository Company (CDC) and/or their proxies are required
to produce their Computerized National Identity Card (CNIC) or passport for identification purpose
at the time of attending the meeting. The form of proxy must be submitted with the Company within
the stipulated time, duly witnessed by two persons whose names, addresses and CNIC numbers must
be mentioned on the form, along with attested copies of the CNIC or the passport of the beneficial
owner and the proxy.

In case of corporate entity, the Board of Directors' resolution/power of attorney with specimen
signature of the nominee shall be produced (unless it has been provided earlier) at the time of the
meeting.

Appointment of Proxy

A member entitled to attend, speak and vote at this meeting may appoint any other member as his/her
proxy to attend, speak and vote on his/her behalf. Instrument appointing a proxy alongwith valid copy
of Computerized National Identity Card (CNIC) must be received at the Company's Registered Office,
F-216, SITE, Karachi not later than 48 hours before the time of the meeting. Proxy Form is available
at the Company's website www.macter.com and also attached at the end of annual report.

Notice to Members who have not provided their CNIC

The individual members who have not yet submitted photocopy of their valid Computerized National
Identity Card (CNIC) to the Company / Share Registrar, are once again reminded to send the same at
the earliest directly to Company's Share Registrar F.D. Registrar Services (Pvt) Limited, 17th Floor,
Saima Trade Tower-A, I. I. Chundrigar Road, Karachi. In case of non-receipt of the copy of a valid CNIC,
the Company would be constrained under section 243(3) of the Companies Act, 2017, to withhold
dividend (if any) of such members.

Notice for Unclaimed Dividends

Members, who by any reason, could not claim their dividend or did not collect their physical shares,
are advised to immediately contact our Company's Share Registrar, to collect/enquire about their
unclaimed dividend or pending shares, if any.

Change of Address

Members are requested to notify their change of address, if any, immediately to the Company's Share
Registrar.
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Consent for Electronic Transmission of Notices and Audited Financial Statements

SECP through its notification SRO 787(1)/2014 dated September 8, 2014 has permitted companies to
circulate Audited Financial Statements alongwith Notice of Annual General Meeting to its members
through email. Accordingly members are hereby requested to convey their consent and e-mail address
for receiving Audited Financial Statements and Notice through email.

Please note that giving email address for receiving of Annual Financial Statements instead of receiving
the same by post is optional, in case you do not wish to avail this facility please ignore this notice.
Annual Financial Statements will be sent at your registered address, as per normal practice.

Deposit of Physical Shares in CDC Accounts

As per Section 72 of the Companies Act, 2017 every existing company shall be required to replace its
physical shares with book-entry form in a manner as may be specified and from the date notified by

SECP, within a period of four years from commencement of the Companies Act, 2017.

The members having physical shareholding may please open CDC sub-account with any of the brokers
or investor's account directly with CDC to replace their physical shares into scrip less form.

For any query / information, the investors may contact the Company's Share Registrar.
Placement of Audited Financials on the website

Annual Audited Financial Statements of the Company for the year ended June 30, 2020 have been
placed on Company's website i.e. www.macter.com.

STATEMENT UNDER REGULATION 4(2) OF THE COMPANIES (INVESTMENT IN
ASSOCIATED COMPANIES OR ASSOCIATED UNDERTAKINGS) REGULATIONS, 2017

Name of Company Misbah Cosmetics (Pvt) limited

Date of Approval July 28, 2018

Amount of Investments approved Rs. 300 million

Amount of Investment made to date Rs. 200 million

Reason for not making investment Remaining investment of Rs.100 million
will be made as and when required

Material change in financial statements of associated company since date of resolution passed on
the basis of audited accounts

Financial Year June 2020 June 2019
a) Breakup Value per share - Rs. 1.84 0.53
b) Earnings per share - Rs. (2.12) (3.80)
c) Total Assets / Total Equity
and Liabilities Rs. in '000 126,134 117,783
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CHAIRMAN'’S REVIEW

It is my pleasure to present the Chairman's review report for the year ended June 30, 2020.
BOARD COMPOSITION AND PERFORMANCE

Our Board comprises of an appropriate mix of well-known business professionals who add value to the board through
their expertise, experience and value systems. The Board's role was instrumental in steering the Company forward
in a challenging environment whilst discharging its responsibilities as per best corporate governance standards. The
Board has remained cognizant of its strategic role in achieving the Company's key objectives and enhancing returns
for all its stakeholders.

The Board has formed two committees, Audit Committee and Human Resource and Remuneration Committee. The
committees carried out their responsibilities effectively in accordance with the code of corporate governance and
terms of reference duly approved by the Board of Directors. Going forward, we will continue our efforts to adopt
and implement best governance practices.

All quarterly, half yearly and annual financial results were thoroughly reviewed and board extended its guidance to
the management on regular basis. The board also played a key role in monitoring the management performance and
focus on major risk areas.

Board members also reviewed and approved Company's annual financial budget for FY 2020-21, capital expenditure
requirements and significant investments.

The Board met frequently enough to discharge its responsibilities. Board members showed high attendance during
the year. The independent and other non-executive directors were actively involved in all business decisions.

A formal annual evaluation of performance of the Board, Members of Board & its Sub-Committees was undertaken
in pursuant to the requirements of Listed Companies (Code of Corporate Governance) Regulations, 2019. The Board
Evaluation consisted of a survey on Board Effectiveness by all directors. Based on Director's feedback rating of the
Board, Individual Directors and Committees; the Board's performance has been rated satisfactory.

During the year under review the board has effectively discharged its responsibilities as required under the Companies
Act, 2017 and Listed Companies (Code of Corporate Governance) Regulations, 2019.

ACKNOWLEDGEMENTS

I would like to express gratitude to our stakeholders for their continued support and encouragement. | would also
like to appreciate the valuable services rendered by the employees of the Company. | also acknowledge the commitment
and diligence of my fellow directors and thank our CEO and his executive team for their valuable contributions
towards the continued growth.

Mr. Amanullah Kassim
Chairman

Karachi
September 21, 2020
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DIRECTORS’ REPORT TO THE MEMBERS

The directors are pleased to present the Annual Report together with Audited Financial Statements of the
Company for the year ended June 30, 2020.

FINANCIAL RESULTS

The financial results of the Company are summarized hereunder:

July - June Tunover and Gross Profit
Unconsolidated Consolidated 6,000 —5 538
DESCRIPTION 2020 2019 2020 2019 é 2,822 4,082
Rupees Millions = 3,000

Turnover - Net 5,528.1 4,081.8 5,704.8 4,195.0 £ 2000 2,037 b
Gross profit 2,037.4 1,732.9 2,129.6 1,791.3 2 1,000 I I
Operating Profit 294.9 242.2 251.7 191.2 7 2020 2019
Profit before tax 62.5 122.6 8.4 65.8 Turnover M Gross profit
Profit / (loss) after tax 14.9 106.4 (45.6) 43.0

Earnings Per Share

3.00 272

EARNINGS PER SHARE

2.00

Rupees

Earnings per share of the Company for the year ended June 30, 2020 was Lo

Rupees 0.38 as compared to earnings per share of Rupees 2.72 last year. ﬁ
2020 2019
BUSINESS PERFORMANCE I Earnings per share after tax

The global COVID-19 pandemic severely impacted economic activities in the country. As a pharmaceutical
company, we were allowed continuation of our manufacturing and supply operations during the lockdown.
We implemented the SOPs laid down for operations by the government to ensure our people's safety.

Hospitals and clinics were risk hotspots for COVID-19 infection. Consequently Out-Patients Departments
were closed in most hospitals and this sharply reduced patient numbers and prescriptions in the 4th quarter.
We suspended our medical representative's doctors and clinic visits to ensure their safety. Supply chain
disruptions on import of pharmaceutical ingredients resulted in cost increases and delayed shipments that
impacted our results.

Our largest and strategically important prescription business segment, grew strongly during July to March.
However sales in the 4th quarter dropped significantly due to COVID-19 resulting in overall lower growth.

Overall Sales increased by 35% during the year - a remarkable achievement given the situation - on account
of strong institutional business performance which helped offset lower prescription sales in the 4th quarter.

Gross Profit increased by 17.5% however Gross Profit % dropped to 37% versus 42% last year due to change

in sales mix: institutional sales have lower Gross Margins. Also Cost of Goods Sold was negatively impacted
due to price increases and supply disruptions due to COVID-19.
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Operating profit increased by 21.7% over last year. This was largely offset
by significant increase in the Finance cost due to increased working capital
for inventories, institution business receivables and the extraordinary
spike in KIBOR.

PBT aand PAT

150

122
106

100
63

Rupees - Millions

Due to above COVID-19 related challenges, Profit before and after Tax 50

were lower at Rupees 63 million and Rupees 15 million respectively as -
compared to last year. ; [ |

2020 2019
DIVIDEND - AT

The board of directors do not recommend dividend at this time.

CAPITAL EXPENDITURE

During the year under review, the Company has made capital expenditure of Rupees 154 million in new
manufacturing equipments and facility upgrades to ensure continuous cGMP and regulatory compliance
and increasing our product volumes and portfolio.

PRINCIPAL RISKS AND UNCERTAINITIES

The Company is exposed to some inherent risks and uncertainties. We consider the following as our key
risks:

Dependence on imported APIs for manufacturing of medicines.

Adverse movement in foreign exchange rates and increase in pharmaceutical ingredients prices;
Increasing cost of operations and lag in compensatory inflationary price adjustments;

Delays in product registration and pricing;

Retaining business critical employees; and

Data security and data privacy threats.

We are actively working with both internal and external stakeholders to mitigate and reduce aforesaid risks
to acceptable level.

CORPORATE SOCIAL RESPONSIBILITY

In these difficult economic times, as a responsible corporate citizen, your company took a benevolent view
and did not lay off any employee. Employees who were affected by Covid-19 were provided full medical
coverage for hospitalization and paid medical leave. As part of its mission to serve humanity by improving
their health and well-being the company undertook a number of Corporate Social Responsibility (CSR)
initiatives during the year:

a) Provision of free drugs to various charitable organizations / hospitals
b) Capacity-building of doctors and healthcare leadership in the country
c) Support to various educational institutions and hospitals

d) Free screening camps for hepatitis B and C

e) Support to poor and needy patients
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HEALTH, SAFETY & ENVIRONMENT

Our Company ensures complete adherence to the regulatory requirements in the area of health, safety
and environment. Company has ISO Certification for EMS (Environment management system) 14001-2015
and OHSAS (Occupational Health and Safety) 18001-2007.

Our manufacturing facility is managed in accordance with prescribed EHS standards of the pharmaceutical
industry. There is an 'Emergency Response Committee" to deal with any emergency incidents. Smoke
detectors, fire alarm and fire extinguishers are installed all over the facility. Firefighting trainings are
conducted regularly. Wherever required, employees are provided with personal protective equipment,
including protective gowning, goggles, gloves, helmets, ear plugs, gas masks etc.

All equipment's noise levels are measured and kept in controlled limits. Generators smoke emission are
monitored and controlled. Boilers are regularly checked by third parties for safety. Solid chemical wastes
are incinerated and the improvement project in the area of effluent treatment was completed during the
year.

CONTRIBUTION TO NATIONAL EXCHEQUER

The Company made a total contribution of Rupees 227.8 million (2019: Rupees138.4 million) to the National
Exchequer by way of income tax, custom duties and sales tax.

CREDIT RATING

Company was awarded rating of "A/A-2 (Single A / A-Two)" last year by JCR-VIS Credit Rating Company
Limited. Outlook on the assigned rating is "Stable".

INTERNAL FINANCIAL CONTROLS

The directors are aware of their responsibility with respect to internal financial controls. Through review
of internal audit reports and discussion with management and auditors (internal and external), we confirm
that adequate controls have been implemented by the Company.

CORPORATE AND FINANCIAL REPORTING FRAMEWORK

Our Company is fully compliant with the requirements of Listed Companies (Code of Corporate Governance)
Regulations, 2019. The Report issued by the auditors confirms compliance with the Listed Companies (Code
of Corporate Governance) Regulations, 2019. The Directors of the Company confirm compliance with the
following statements on the corporate and financial reporting framework:

e The financial statements prepared by the management of the Company, present fairly its state
of affairs, the result of its operations, cash flows and changes in equity.
@ Proper books of accounts have been maintained by the Company.

e Appropriate accounting policies have been consistently applied in the preparation of financial
Statements and accounting estimates are based on reasonable and prudent judgment.

e International Financial Reporting Standards, as applicable in Pakistan, have been followed in
preparation of these financial statements.

e The system of internal control system is sound in design and has been effectively implemented
and monitored.
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e There are no doubts upon the Company's ability to continue as a going concern.

e Information about taxes and levies is given in the notes to and forming part of the financial
statements.

e There has been no material departure from the best practices of corporate governance, as
detailed in the Listing Regulations.

e The values of investments of employees' provident fund based on latest unaudited accounts as
of June 30, 2020 is Rupees 147.6 million.

COMPOSITION OF BOARD

The Board consists of nine members, including 1 female and 8 male directors. The composition of the
Board is as follows:

Particulars Number

Independent Non-Executive Directors 4

Other Non-Executive Director 1

Executive Directors 3

Female Non-Executive Director 1

Total 9

The list of existing directors is as under:

S. No. | Name Category
1 Mr. Amanullah Kassim Independent Non-Executive
2 Sheikh Muhammed Waseem Independent Non-Executive
3 Mr. Islahuddin Siddiqui Independent Non-Executive
4 Mr. Sohaib Umar Independent Non-Executive
5 Mr. Muhammed Yahya Chawla Other Non-Executive
6 Ms. Masarrat Misbah Female Non-Executive
7 Mr. Asif Misbah Executive
8 Mr. Swaleh Misbah Khan Executive
9 Shaikh Aamir Naveed Executive

BOARD AUDIT COMMITTEE
Board Audit Committee assists the Board of Directors in discharging their responsibilities in accordance

with the Corporate Governance and Financial Reporting framework. The Committee consists of the following
three non-executive members, two of them are independent non-executive directors, including its Chairman.
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S.No. | Name Category Position
1 Sheikh Muhammed Waseem Independent Non-Executive Chairman
2 Mr. Sohaib Umar Independent Non-Executive Member
3 Mr. Muhammad Yahya Chawla Non-Executive Member

BOARD HUMAN RESOURCE AND REMUNERATION COMMITTEE

Board Human Resource and Remuneration Committee assists the Board of Directors in discharging their
responsibilities with regard to devising and periodic review of human resource policies and practices within
the Company. It also assist the Board in selection, evaluation, compensation and succession planning of
key management personnel. The Committee consists of following three members, majority of whom are
non-executive directors, including its Chairman.

S. No. [ Name Category Position
1 Mr. Islahuddin Siddiqui Independent Non-Executive Chairman
2 Mr. Muhammad Yahya Chawla Non-Executive Member
3 Shaikh Aamir Naveed Executive Member

BOARD AND BOARD COMMITTEES ATTENDANCE

Board Human Resource
S. Name Board of Directors |Board Audit Committee| and Remuperation
No. Committee
Entitled | Attended Entitled | Attended Entitled | Attended

1 | Mr. Amanullah Kassim 4 2 NA NA NA NA

2 | Mr. Asif Misbah 4 4 NA NA NA NA

3 | Mr. Swaleh Misbah Khan 4 4 NA NA NA NA

4 | Sheikh Muhammed Waseem 4 4 4 4 NA NA

5 | Mr. Sohaib Umar 4 4 4 4 NA NA

6 | Mr. Islahuddin Siddiqui 4 3 NA NA 1 1

7 | Shaikh Aamir Naveed 4 4 NA NA 1 1

8 | Ms. Masarrat Misbah 4 3 NA NA NA NA

9| Mr. Muhammad Yahya Chawla 4 1 4 1 1 1

DIRECTORS' TRAINING PROGRAM

Five directors are certified under Directors' Training Program, as per the requirements of the Listed
Companies (Code of Corporate Governance) Regulations, 2019. The training of one director is in process.
The requisite trainings are planned for the remaining Board members to comply with these requirements
within the given time frame under the Regulations.
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REMUNERATION POLICY OF NON EXECUTIVE DIRECTORS

The fees of the non-executive directors (independent and others) to attend the board or board committee
meetings is approved by the shareholders as per the terms of the Articles of Association of the Company.

KEY OPERATING AND FINANCIAL DATA

Key operating & financial data and ratios of last six years are annexed.
PATTERN OF SHAREHOLDING

A statement of the pattern of shareholding as at June 30, 2020 is annexed.

During the year trades carried out by Directors, Executives and their spouses are as under;

S.No Name Designation Sale Purchase
1 Swaleh Misbah Khan Director - 01

Apart from the above there have been no trade in the shares of the Company carried out by its Sponsors,
Directors, Executives their Spouses and minor children.

INTERNAL AUDITORS

The Company's internal audit function is managed by the Head of Internal Audit, who is assisted by Internal
Auditors M/s. KPMG Taseer Hadi & Co., Chartered Accountants.

EXTERNAL AUDITORS

The present auditors M/s. EY Ford Rhodes, Chartered Accountants shall retire at the conclusion of ensuing
Annual General Meeting and being eligible, have offered themselves for re-appointment. The Board of
Directors endorses recommendation of the Audit Committee for their re-appointment as auditors of the
Company for the financial year ending June 30, 2021.

FUTURE OUTLOOK

Although the number of COVID-19 infections has sharply declined and government has eased lock down
the risk of second wave cannot be ruled out. Out Patient Departments are beginning to operate and Patient
flow is gradually improving however remains below pre pandemic level. We expect normalizing of patient
flow to clinics and Out Patient Departments from October onwards; this will help recover our prescription
segment sales.

We appreciate the Government's and State Bank of Pakistan's timely policy relief measures to support
industries and businesses to mitigate the liquidity crisis due to sharp decline in sales, slow recovery of
receivables, supply disruptions and material price escalations. These measures will help the economy and
industry to return to growth.
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ACKNOWLEDGEMENTS
The Board of Directors would like to record their appreciation of the commitment, dedication, and devotion
of all our employees especially supply chain operations who worked tirelessly during lock down to ensure

uninterrupted supply of lifesaving medicines.

We also acknowledge the support and cooperation received from our valued shareholders, customers,
distributors, suppliers, financial institutions and regulatory authorities in these challenging times.

All praise and gratitude to Allah SWT for His continued blessings.

On behalf of the board

s

Asif Misbah Islahuddin Siddiqui
Chief Executive Director

Karachi
September 21, 2020
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KEY OPERATING AND FINANCIAL DATA

Unit 2020 2019 2018 2017 2016 2015
Summary of Statement of Financial Position
Non-Current Assets Rs. M 1,669 1,435 1,271 927 811 897
Current Assets Rs. M 2,289 1,776 1,773 1,813 1,581 1,231
Total Assets Rs. M 3,958 3,211 3,044 2,740 2,392 2,128
Total Equity Rs. M 1,168 1,194 1,168 1,143 984 868
Non-Current Liabilities Rs. M 783 478 444 248 258 316
Current Liabilities Rs. M 2,007 1,539 1,432 1,349 1,150 944
Total Liabilities Rs. M 2,790 2,017 1,876 1,597 1,408 1,260
Total Equity and Liabilities Rs. M 3,958 3,211 3,044 2,740 2,392 2,128
Summary of Profit or loss
Turnover - net Rs. M 5,528 4,082 4,053 3,630 3,064 2,385
Gross profit Rs. M 2,037 1,733 1,822 1,673 1,257 846
Operating profit Rs. M 295 242 388 413 267 93
Profit before taxation Rs. M 63 122 320 352 212 31
Taxation Rs. M 48 16 74 78 65 12
Net profit Rs. M 15 106 246 274 147 19
Ratios
Profitability Ratios
Gross profit to turnover % 36.85 42.45 44.95 46.09 41.02 35.47
Operating profit to turnover % 5.34 5.93 9.57 11.38 8.71 3.90
Profit before tax to turnover % 1.14 2.99 7.90 9.70 6.92 1.30
Net profit to turnover % 0.27 2.60 6.07 7.55 4.80 0.80
Return on equity before tax % 5.39 10.22 27.40 30.80 21.54 3.57
Return on equity after tax % 1.28 8.88 21.06 23.97 14.94 2.19
Return on capital employed % 15.12 14.47 24.07 29.69 21.50 7.94
Return on assets % 0.38 3.30 8.08 10.00 6.15 0.89
Market Ratios
Market price per share at year end Rs. 93.06 60.95 208.00 - - -
Market capitalization Rs. M 3,643 2,386 8,142 - - -
Price earning ratio Rs. 242.58 22.41 33.06 - - -
Break up value /share Rs. 29.84 30.50 29.87 29.23 25.17 22.31
Basic / diluted earnings per share Rs. 0.38 2.72 6.29 7.01 3.76 0.49
Dividend payout ratio % - 33.10 51.62 61.00 99.77 42.97
Dividend cover ratio Times - 3.01 1.93 1.65 1.00 0.44
Liquidity Ratios
Current ratio Times 1.14 1.15 1.24 1.34 1.37 1.30
Quick / acid test ratio Times 0.57 0.60 0.57 0.62 0.78 0.50
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PATTERN OF SHAREHOLDING

AS AT JUNE 30, 2020
Number of Certificate Holding Certificate
Certificate Holders From To Held
692 1 - 100 18,552
191 101 - 500 53,494
34 501 - 1000 26,083
51 1001 - 5000 112,831
6 5001 - 10000 35,302
3 10001 - 15000 39,000
2 20001 - 25000 46,250
1 30001 - 35000 31,250
1 40001 - 45000 40,001
1 1695001 - 1700000 1,699,998
1 1910001 - 1915000 1,912,499
1 3245001 - 3250000 3,248,964
1 6430001 - 6435000 6,430,868
1 12665001 - 12670000 12,668,380
1 12780001 - 12785000 12,780,879
987 39,144,351
Shareholder's Category Number of Number of Percentage
Shareholders Shares Held
Individuals 969 32,673,952 83.47
Joint Stock Companies 10 6,446,089 16.47
Investment Companies 1,825 0.00
Modarabas 2,930 0.01
Others 19,555 0.05
987 39,144,351 100.00
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Categories Shareholders as on June 30, 2020

S. No. Categories Shareholders Shareholders Shares Held Total

1 Directors, Chief Executive Officer and their

spouse(s) and minor children 9 25,474,364
Asif Misbah 12,668,380
Swaleh Misbah Khan 12,780,879
Shaikh Aamir Naveed 25,000
Muhammad Yahya Chawla 100
Masarrat Misbah 1
Sheikh Muhammed Waseem 1
Islahuddin Siddiqui 1
Amanullah Kassim 1
Sohaib Umar 1
2 Associated Companies, Undertakings and related parties NIL
3 Executives 3 84,072 84,072
4 Modarabas and Mutual Funds 2 2,930 2,930
5 Public Sector Companies and Corporations 1 1,825
Investment Corporation of Paksitan 1,825
6 Banks, Development Finance Institutions,
Non-Banking Finance Companies, Insurance
Companies, Takaful, Modarabas and Pension Funds 10 6,446,089 6,446,089
7 Others 5 19,555 19,555
8 General Public 957 7,115,516
Total 987 39,144,351
Shareholders Holding 5% or More in the Company Number of %
Shares
Mr. Swaleh Misbah Khan 12,780,879 32.65
Mr. Asif Misbah 12,668,380 32.36
Saas Enterprises (Pvt.) Limited 6,430,868 16.43
Mr. Misbahuddin Khan 3,248,964 8.30
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Return on
Equity
1.28%

DUPONT ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2020

Return on
asset
0.38%

Ownership
Ratio
29.51%

Net profit
margin
0.27%

Asset
Turnover
1.40 Times

Owner's
Equity
1,168

Total Assets
3,958

Turnover

5,528

Total assets
3,958

Total
Liabilities
2,790

Owner's
Equity
1,168

Macter International Limited

Rs. M

Turnover
5,528

*Total Cost
5,513

Current
assets
2,289

Non current
assets
1,669

Current
Liabilities
2,007

Non current
Liabilities
783

*Total Cost includes COGS, Selling, Admin, Other Expenses (less other income), Financial Charges and Taxation
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STATEMENT OF VALUE ADDITION AND ITS DISTRIBUTION

VALUE ADDITION

Turnover - net
Other operating income

VALUE DISTRIBUTION

Materials and services

Government taxes and duties

Employees remuneration, benefits & others
Operating and other costs

Financlal charges

Dividends

Retained within the business

2020

m4.2% “0.0%
m0.3%

W 18.4%

m 0.9% @ 52.4%

@ Materials and services

B Government taxes and duties

Employees remuneration, benefits & others

B Operating and other costs

2020 2019
(Rupees in '000) % (Rupees in '000) %
5,528,139 99.7% 4,081,752 99.5%
15,308 0.3% 20,778 0.5%
5,543,447 100% 4,102,530 100%
2,902,404 52.4% 1,818,964 44.3%
49,524 0.9% 19,942 0.5%
1,323,699 23.9% 1,208,640 29.5%
1,017,734 18.4% 828,987 20.2%
232,388 4.2% 119,560 2.9%
- 0.0% 35,230 0.9%
17,698 0.3% 71,207 1.7%
5,543,447 100% 4,102,530 100%
2019

W 20.2%

® Finance charges
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PROFILE OF SHARIAH ADVISOR OF THE COMPANY

Mufti Muhammad Najeeb Khan holds a degree of specialization in Islamic
Jurisprudence/Islamic Finance "Takhassus" from Jamia Darul Uloom Karachi under

supervision of Justice Retd. Mufti Tagi Usmani which is equivalent to PHD.

Mufti Muhammad Najeeb Khan have rendered services to many local and
multinational organizations especially in Islamic Banking and Finance, Islamic Assets
& Fund Management, Islamic Financial Product Development, Halal Food Area,
Slaughtering Rules. He was honored with an award for leading Shariah Advisor in
2015 from Mr. Mamnoon Hussain, President of Pakistan. He also has an extensive
experience of management, teaching and training extending over a period of more

than 20 years.

Mufti Muhammad Najeeb Khan is serving in the field of Halal Foods. He is a Chairman
of Shariah Board of Halal Awareness and Research Council (HARC) and Member of
Sindh Food Authority Technical Committee. He also worked as member of Pakistan
Standards and Quality Control Authority (PSQCA) and Vice Chariman of Technical
Committee on Halal Pharma Standards of PSQCA.
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SHARIAH REVIEW REPORT
For the year ended June 30, 2020

With the grace of Allah, | have been appointed as Shariah Advisor of Macter International Limited under
the provisions of Shariah Governance Regulations, 2018 (Regulations). Under the Regulations my role
includes:

e Introduction of a mechanism which will strengthen Shariah compliance in letter and spirit and ensure
that the systems, procedures and policies adopted are in line with the Shariah principles.

e Ensure that the inflows and outflows of financial resources are free from: Riba (interest, usury or any
other form), Qimar (Gambling), Gharar (Uncertainty) and other vices prohibited by Shariah.

e Advise on regular basis that the business, transactions and investments made are in accordance with
the principles of Shariah.

e Make recommendations for potential improvements and the formulation of policies in line with Shariah
principles.

Issuance of Shariah Compliance Certificate:

| have performed Shariah screening of Macter International Limited on the basis of its Financial Statements
of June 30, 2019 (un-audited) using the criteria mentioned in the Chapter IV (b) of Shariah Governance
Regulations, 2018.

Alhamdulillah, | found Macter International Limited as Shariah Compliant as per the said screening criteria
and hence | have issued a Shariah Compliance Certificate in favor of MACTER INTERNATIONAL LIMITED.
Subsequently, on July 29, 2019, SECP issued Shariah compliance certificate (Certificate No. SECP/IFD/SCC/003)
in favor of Macter International Limited.

Review of Operations and my Opinion:

During the period, | reviewed the operations and business activities of Macter International Limited with
respect to Shariah compliance. For that purpose, | met with the relevant officials of Macter International
Limited. Accordingly, it has been agreed with management that all legal documents and policies would be
executed and implemented in Macter International Limited after approval from Shariah Advisor. The
Company is carrying on its operations, business affairs and activities according to the principles of Shariah.

The company has taken steps to ensure that its pharmaceuticals ingredients used in manufacturing health
care products are from Halal sources and has taken Halal certificate for its majority products from an

accredited Halal certification body.

| have conducted the Shariah review of Macter International Limited for the financial year ended on June
30, 2020 in accordance with the provisions of Shariah Governance Regulations, 2018 and in my opinion:
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e The transactions, the documentations and the procedures adopted have been in accordance with
principles of Shariah;

e The business affairs have been carried out in accordance with rules and principles of Shariah;

e The income received during the year was purified where necessary, and was treated in accordance
with the requirements of Shariah Governance Regulations, 2018;

Conclusion:

Based on the Review of Company's operations, transactions, related documentation, processes, policies,
legal agreements and management's representation, in my opinion, the affairs of Macter International
Limited have been carried out in accordance with the rules and principles of Shariah, and therefore, | am
of the view that Macter International Limited is a Shariah Compliant Company.

In the end; | pray to Allah Almighty to grant us success and help us at every step, keep us away from every
hindrance and difficulty, and give financial success to Macter International Limited.

Z

Muhammad Najeeb Khan

Karachi
September 15, 2020
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Statement of Compliance with Listed Companies
(Code of Corporate Governance) Regulations, 2019

Name of Company : MACTER INTERNATIONAL LIMITED
Year ending : JUNE 30, 2020

The Company has complied with the requirements of the Regulations in the following manner:

1.

2.

The total number of directors is 09 as per the following:
a. Male : 08
b. Female : 01

The composition of the Board is as follows:

Category Names

Independent Directors Mr. Amanullah Kassim

Sheikh Muhammed Waseem
Mr. Sohaib Umar
Mr. Islahuddin Siddiqui

Non-executive Director Mr. Muhammad Yahya Chawla

Executive Directors Mr. Asif Misbah

Mr. Swaleh Misbah Khan
Sheikh Aamir Naveed

Female Non-Executive Director Ms. Masarrat Misbah

The directors have confirmed that none of them is serving as a director on more than seven listed
companies, including this Company.

The Company has prepared a Code of Conduct and has ensured that appropriate steps have been
taken to disseminate it throughout the Company along with its supporting policies and procedures.

The board has developed a vision/mission statement, overall corporate strategy and significant
policies of the Company. The Board has ensured that complete record of particulars of significant
policies along with their date of approval or updating is maintained by the Company.

All the powers of the Board have been duly exercised and decisions on relevant matters have been
taken by the Board / shareholders as empowered by the relevant provisions of the Act and these
Regulations.

The meetings of the Board were presided over by the Chairman and, in his absence, by a director
elected by the Board for this purpose. The Board has complied with the requirements of Act and
the Regulations with respect to frequency, recording and circulating minutes of meeting of the
Board.

The Board have a formal policy and transparent procedures for remuneration of directors in
accordance with the Act and these Regulations.
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10.

11.

12.

13.

14,

15.

16.

The Board has arranged Directors' Training program (DTP) for the following:

Mr. Asif Misbah

Mr. Swaleh Misbah Khan

Sheikh Muhammad Waseem

Mr. Sohaib Umar

Shaikh Aamir Naveed

Mr. Muhammad Yahya Chawla (in progress-attended 8 out of 16 sessions of DTP)

ouUukwNE

The board has approved appointment of chief financial officer, company secretary and head of
internal audit, including their remuneration and terms and conditions of employment and complied
with relevant requirements of the Regulations.

Chief financial officer and chief executive officer duly endorsed the financial statements before
approval of the Board.

The board has formed committees comprising of members given below:

a. Audit Committee Sheikh Muhammed Waseem Chairman
Mr. Sohaib Umar Member
Mr. Muhammad Yahya Chawla Member
b. HRand Remuneration Committee Mr. Islahuddin Siddiqui Chairman
Shaikh Aamir Naveed Member
Mr. Muhammad Yahya Chawla Member

The terms of reference of the aforesaid committees have been formed, documented and advised
to the committee for compliance.

The frequency of meetings (quarterly/half yearly/ yearly) of the committee were as per following:

a. Audit Committee Quarterly

b. HRand Remuneration Committee Yearly

The board has outsourced the internal audit function to KPMG TASEER HADI & CO, CHARTERED
ACCOUNTANTS who are considered suitably qualified and experienced for the purpose and are
conversant with the policies and procedures of the Company.

The statutory auditors of the Company have confirmed that they have been given a satisfactory
rating under the Quality Control Review program of the Institute of Chartered Accountants of Pakistan
and registered with Audit Oversight Board of Pakistan, that they and all their partners are in
compliance with International Federation of Accountants
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(IFAC) guidelines on code of ethics as adopted by the Institute of Chartered Accountants of Pakistan
and that they and the partners of the firm involved in the audit are not a close relative (spouse,
parent, dependent and non-dependent children) of the chief executive officer, chief financial officer,
head of internal audit, company secretary or director of the Company.

17. The statutory auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the Act, these regulations or any other regulatory requirement

and the auditors have confirmed that they have observed IFAC guidelines in this regard.

18. We confirm that all requirements of regulations 3, 6, 7, 8, 27, 32, 33 and 36 of the Regulations have
been complied with.

On behalf of the board

e

Asif Misbah Islahuddin Siddiqui
Chief Executive Director
Karachi

September 21, 2020
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Ey Ford Rhodes UAN: +9221 111 11 39 37 (EYFR)
Chartered Accountants Tel: +9221 3565 0007-11
Progressive Plaza, Beaumont Road Fax: +9221 3568 1965

P.O. Box 15541, Karachi 75530 ey.khi@pak.ey.com

Building a better Pakistan ey.com/pk
working world

INDEPENDENT AUDITORS' REVIEW REPORT

To the members of Macter International Limited

Review Report on the Statement of Compliance contained in Listed
Companies (Code of Corporate Governance) Regulations, 2019

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2019 (the Regulations) prepared by the Board of Directors
of Macter international Limited (the Company) for the year ended 30 June 2020 in accordance
with the requirements of regulation 36 of the Reqgulations.

The responsibility for compliance with the Regulations is that of the Board of Directors of the
Company. Our responsibility is to review whether the Statement of Compliance reflects the status of
the Company’s compliance with the provisions of the Regulations and report if it does not and to
highlight any non-compliance with the requirements of the Regulations. A review is limited primarily to
inquiries of the Company's personnel and review of various documents prepared by the Company to
comply with the Regulations.

As a part of our audit of the financial statements we are required to obtain an understanding of the
accounting and internal control systems sufficient to plan the audit and develop an effective audit
approach. We are not required to consider whether the Board of Directors’ statement on internal
control covers all risks and controls or to form an opinion on the effectiveness of such internal
controls, the Company's corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upcn
recommendation of the Audit Committee, place before the Board of Directors for their review and
approval, its related party transactions and also ensure compliance with the requirements of
section 208 of the Companies Act, 2017. We are anly required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the Board of
Directors upon recommendation of the Audit Committee. We have not carried out procedures to
assess and determine the Company's process for identification of related parties and that whether
the related party transactions were undertaken at arm’s length price or not.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropriately reflect the Company's compliance, in all material
respects, with the requirements contained in the Regulations as applicable to the Company for the
year ended 30 June 2020.

‘?7 £ ‘k-l‘—v:
Chartered Accountants

Place: Karachi

Date: 25 September 2020

A member firm of Ernst & Young Global Limited
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Independent Assurance Report on Compliance with the Shari'ah Governance Regulations, 2018
To the Board of Directors of Macter International Limited

1. Introduction

We have undertaken a reasonable assurance engagement that the Securities and Exchange
Commission of Pakistan (the Commission) has required in terms of Shari'ah Governance Regulations,
2018, for assessing compliance of the Macter International Limited's (the Company's) financial
arrangements, contracts, and transactions having Shari'ah implications with Shari'ah principles for
the year ended 30 June 2020. This engagement was conducted by a multidisciplinary team
including assurance practitioners and independent Shari'ah scholar.

2. Applicable Criteria

The criteria for the assurance engagement, against which the underlying subject matter (financial
arrangements, contracts, and transactions having Shari'ah implications for the year ended 30 June
2020) is assessed, comprise of the Shari'ah principles in light of the following:

1) rules, regulations and directives issued by the Commission from time to time
2) pronouncements of Shari'ah Advisory Board

3) Shari'ah Standards issued by the Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI), as adopted by the Commission, if any;

4) requirements of the applicable Islamic Financial Accounting Standards as notified by the
Commission; and

5) approvals and rulings given by the Shari'ah Advisor of a Shari'ah compliant company or company
issuing a Shari'ah compliant security are in line with the regulations and in accordance with the
rulings of Shari'ah Advisory Board.

The above criteria were evaluated for their implications on the financial statements of the Company
for the year ended 30 June 2020.

3. Management's Responsibility for Shari'ah Compliance

The Company's management is responsible to ensure that the financial arrangements, contracts and
transactions having Shari'ah implications, entered into by the Company and related policies and
procedures are in compliance with the Shari‘ah principles. The management is also responsible for
design, implementation and maintenance of appropriate internal control procedures with respect to
such compliance and maintenance of relevant accounting records.

4, Our Independence and Quality Control

We have complied with the independence and other ethical requirements of the Code of Ethics for
Chartered Accountants issued by the Institute of Chartered Accountants of Pakistan, which is
founded on fundamental principles of integrity, objectivity, professional competence and due care,
confidentiality and professional behavio.l:.

=

A member firm of Ernst & Young Global Limited
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The firm applies International Standard on Quality Control 1 “Quality Control for Firms That Perform
Audits and Reviews of Historical Financial Information, And Other Assurance and Related Services
Engagements” and accordingly maintains a comprehensive system of quality control including
documented policies and procedures regarding compliance with ethical requirements, professional
standards and applicable legal and regulatory requirements.

5. Our responsibility and summary of the work performed

Our responsibility in connection with this engagement is to express an opinion on compliance of the
Company's financial arrangements, contracts, and transactions having Shari‘ah implications with
Shari'ah principles, in all material respects, for the year ended 30 June 2020 based on the evidence
we have obtained. We conducted our reasonable assurance engagement in accordance with
International Standard on Assurance Engagements 3000, ‘Assurance Engagements other than
audits or reviews of historical financial statements’, issued by the International Auditing and
Assurance Standards Board. That standard requires that we plan and perform this engagement to
obtain reasonable assurance about whether the compliance of the Company's financial
arrangements, contracts and transactions having Shari'ah implications with Shari'ah principles is
free from material misstatement.

The procedures selected by us for the engagement depended on our judgement, including the
assessment of the risks of material non-compliance with the Shari‘ah principles. In making those risk
assessments, we considered and tested the internal control relevant to the Company's compliance
with the Shari'ah principles in order to design procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control. We have designed and performed necessary verification procedures on various financial
arrangements, contracts, classes of transactions and related policies and procedures based on
judgmental and systematic samples with regard to the compliance with Shari'ah principles. In
performing our audit procedures necessary guidance on Shari'ah matters was provided by
independent Shari'ah scholar referred above.

We believe that the evidences we have obtained through performing our procedures were sufficient
and appropriate to provide a basis for our opinion.

6. Conclusion
Based on our reasonable assurance engagement, we report that in our opinion, the Company's

financial arrangements, contracts and transactions for the year ended 30 June 2020 are in
compliance with the Shari'ah principles, in all material respects.

E‘f{wa V( Y] S—

Chartered Accountants
Engagement Partner: Shaikh Ahmed Salman
Date: 21 September 2020

Karachi

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR'S REPORT

To the members of Macter International Limited
Report on the Audit of Unconsolidated Financial Statements
Opinion

We have audited the annexed unconsolidated financial statements of Macter International Limited
(the Company), which comprise the statement of financial position as at 30 June 2020, and the
statement of profit or loss, the statement of comprehensive income, the statement of changes in
equity, the statement of cash flows 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, the
statement of financial position, the statement of profit or loss, the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows together with the notes
forming part thereof conform with the accounting and reporting standards as applicable in Pakistan
and give the information required by the Companies Act, 2017 (XIX of 2017), in the manner so
required and respectively give a true and fair view of the state of the Company's affairs as at 30
June 2020 and of the profit, other comprehensive income, the changes in equity and its cash flows
for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the 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 opinion.

Key Audit Matter

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

X
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Following are the key audit matters:

‘Keyauditmatters

| How our audit addressed the key audit matter

1. Existence and valuation of stock ih trade

As disclosed in note 10 to the accompanying
unconsolidated financial statements, the stock in
trade represents 26% of total assets of the Company.
The cost of Work in Process (WIP) and finished goods
is determined at weighted average manufacturing
cost including a proportion of production overheads.

We focused on Stock in Trade as it is a significant
portion of Company's total assets and it reguires
management judgement in determining an
appropriate costing basis and assessing its valuation.

We performed a range of audit procedures with
respect to inventory items including, amongst
others, physical observation of inventory
counts, testing valuation methods and their
appropriateness in accordance with the
applicable accounting standards. We also
tested the calculations of per unit cost of
finished goods and WIP and assessed the
appropriateness of management'’s basis for the
allocation of cost and production overheads.

We also assessed the adequacy of the
disclosures made in respect of the accounting
policies and the inventory balances held by the
Company at the year end.

2. Financing arrangements

As at 30 June 2020, the Company has outstanding
long term financing facilities and short-term
borrowings amounting to Rs. 638,76 million and
Rs.883.47 million respectively. The Company has
obtained the aforesaid financing for capital
expenditures, investment in subsidiary and working
capital requirements etc. (refer notes 17 and 21).

The Company's key operating / performance
indicators including liquidity, gearing and finance cost
are directly influenced by the additions to its portfolio
of borrowings. Further, financing arrangements
entails financial and non-financial covenants that the
Company is subject to compliance for,

The accounting treatment and test / assessment of
whether the Company continues to meet its covenants
are significant to our audit. For such reasons we have
identified this as a key audit matter.

We understood the Company's processes and
assessed the design and operating
effectiveness of controls for recording and
reporting the terms and conditions of financing
agreements and the associated finance costs.

We confirmed directly with the financial
institutions all the outstanding balances as at
the balance sheet date. We assessed the
maturity of the Company's financing to ensure
that loans maturing within the next twelve
months were classified in current liabilities.

We have obtained and reviewed the
agreements to ensure that the Company is in
compliance with all the financlal and non-
financial covenants. We inquired from the
management with respect to the future
compliance of the covenants to ensure that
there are no potential chances of non-
compliance.

We tested the calculation of finance cost
recognised in the statement of profit or loss
account.

We also assessed the adequacy of the related
disclosures in the notes to the financial
statements and ensured they are in
accordance with the terms and conditions
included in the financing agreements.

S
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Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the
information included in the Annual Report, but does not include the financial statements and our
auditor's report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other Information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Responsibilities of Management and 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 internai 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 financlal 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:

¢ Identify and assess the risks of materia! 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 materlal misstatement resulting from fraud is higher than for one resuiting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the

override of internal contrgl.
L |
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« Obtain an understanding of internal control retevant 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 control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e 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 inadequate, to madify 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.

e 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.

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Based on cur audit, we further report that in our opinion:

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, the statement of
comprehensive income, the statement of changes in equity and the statement of cash flows
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;

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

A member firm of Ernst & Young Global Limited Page 4
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d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIll of 1980), was

deducted by the Company and deposited in the Central Zakat Fund established under section 7 of
that Crdinance.

The engagement partner on the audit resulting in this independent auditor's report is Shaikh Ahmed
Salman.

bkl

Chartered Accountants
Place: Karachi

Date: 25 September 2020

Page 5
A member firm of Ernst & Young Global Limited .
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UNCONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2020
Note

ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 4
Intangible assets 5
Long-term investment 6
Long-term loans 7
Long-term deposits 8
Deferred tax asset 9
CURRENT ASSETS
Stores and spares
Stock-in-trade 10
Trade debts 11
Loans and advances 12
Trade deposits, prepayments and other receivables 13
Taxation - net
Cash and bank balances 14
TOTAL ASSETS
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Share capital 15
Reserves
NON-CURRENT LIABILITIES
Deferred liabilities 16
Long-term financing 17
Lease liabilities 18
CURRENT LIABILITIES
Trade and other payables 19
Accrued profit 20
Short-term borrowings 21
Current portion of long-term financing 17
Current portion of lease liabilities 18
Unclaimed dividends
CONTINGENCIES AND COMMITMENTS 22

TOTAL EQUITY AND LIABILITIES

The annexed ngt®s from 1 to 39 form an integral part of these unconsolidated financial statements.

2

CHIEF FINANCIAL OFFICER

CHIEF EXECUTIVE
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2020

1,332,885
6,343
200,000
2,065
81,016
46,665

1,668,974

3,767
1,038,064
762,635
88,243
97,305
168,958
129,745

2019

1,232,833
8,279
100,000
2,147
73,619
18,396

1,435,274

2,288,717

3,957,691

391,444

776,274

1,167,718

2,171
773,203
580,686

72,018
70,576
134,045
142,578

203,128
544,357
35,081

1,775,277

3,210,551

391,444

802,502

1,193,946

782,566

178,459
298,760

979,457
26,975
883,472
94,401
22,834
268

477,219

2,007,407

3,957,691

625,248
24,288
790,738
98,832

280

1,539,386

3,210,551
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UNCONSOLIDATED STATEMENT OF PROFIT OR LOSS

Turnover

Cost of sales

Gross profit
Distribution costs
Administrative expenses
Other expenses
Other income
Operating profit
Financial charges
Profit before taxation
Taxation

Net profit for the year

Basic and diluted earnings per share

Note

23

24

25

26

27

28

29

30

31

FOR THE YEAR ENDED JUNE 30, 2020

2020 2019

5,528,139 4,081,752
(3,490,757) (2,348,865)
2,037,382 1,732,887
(1,523,132) (1,277,658)
(226,395) (221,909)
(8,242) (11,927)
15,308 20,778
294,921 242,171
(232,388) (119,560)
62,533 122,611
(47,603) (16,174)
14,930 106,437
—————————— (Rupees) ----------

0.38 2.72

The annexed notes from 1 to 39 form an integral part of these unconsolidated financial statements.

CHIEF FINANCIAL OFFICER
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UNCONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

2020 2019

Net profit for the year 14,930 106,437
Other comprehensive (loss) / income:
Items that will not be reclassified subsequently to profit or loss

Actuarial (loss) / gain on remeasurement of
defined benefit plans — net of tax (5,928) 2,496

Total comprehensive income for the year 9,002 108,933

The annexed notes from 1 to 39 form an integral part of these unconsolidated financial statements.

Pl

CHIEF FINANCIAL OFFICER CHIEF EXECUTIVE DIRECTOR
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UNCONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustments:
Depreciation
Amortization
Financial charges
Provision for gratuity
Gain on disposal of property, plant and equipment

Provision for slow moving and obsolete stock-in-trade - net

Allowance for expected credit loss

(Increase) / decrease in current assets
Store and spares
Stock-in-trade
Trade debts
Loans and advances
Trade deposits, prepayments and other receivables

Increase / (decrease) in current liabilities
Trade and other payables

Financial charges paid
Income tax paid
Gratuity paid
Long-term loans
Long-term deposits
Deferred liabilities

Net cash (used in) / generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Additions to property, plant and equipment
Proceeds from disposal of property, plant and equipment
Investment made during the year
Additions to intangible assets
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Dividend paid
Short-term borrowings obtained
Long-term financing obtained
Long-term lease liabilities
Net cash generated from financing activities

Net decrease in cash and cash equivalents during the year
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The annexed no from 1 to 39 form an integral part of these unconsolidated financial statements.

Note

35
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2020

2019

62,533 122,611
127,740 89,907
3,359 3,724
232,388 119,560
27,297 19,183
(9,941) (12,009)
12,502 (19,106)
18,496 2,710
411,841 203,969
474,374 326,580
(1,596) (308)
(277,363) 124,645
(200,445) (35,886)
(16,225) 30,197
(26,729) 11,108
(522,358) 129,756
354,197 (87,294)
(168,161) 42,462
(229,701) (108,989)
(108,845) (58,022)
(16,650) (8,947)
82 743
(7,397) (3,507)
6,154 (152)
(356,357) (178,874)
(50,144) 190,168
(153,780) (149,020)
18,917 20,594
(100,000) (100,000)
(1,423) (3,954)
(236,286) (232,380)
(35,230) (72,417)
22,734 37,808
241,166 42,404
(25,073) -
203,597 7,795
(82,833) (34,417)
12,578 46,995
(70,255) 12,578

DIRECTOR




UNCONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED JUNE 30, 2020

Balance as at July 01, 2018

Final cash dividend at Rs.1.85 per share
for the year ended June 30, 2018

Net profit for the year

Other comprehensive income

Balance as at June 30, 2019
Balance as at July 01, 2019

Final cash dividend @ Rs 0.90 per share
for the year ended June 30, 2019

Net profit for the year

Other comprehensive loss

Balance as at June 30, 2020

Issued, Reserves
subscribed Revenue reserves
and paid-up Capital . Total Total
share reserves | Unappropriated | [ocerves
capital profit
---------- (Rupees in '000) ----------
391,444 217,808 548,178 765,986 1,157,430
- - (72,417) (72,417) (72,417)
- - 106,437 106,437 106,437
- - 2,496 2,496 2,496
- - 108,933 108,933 108,933
391,444 217,808 584,694 802,502 1,193,946
391,444 217,808 584,694 802,502 1,193,946
- - (35,230) (35,230) (35,230)
- - 14,930 14,930 14,930
- - (5,928) (5,928) (5,928)
- - 9,002 9,002 9,002
391,444 217,808 558,466 776,274 1,167,718

The annexed notes from 1 to 39 form an integral part of these unconsolidated financial statements.

CHIEF FINANCIAL OFFICER
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NOTES TO THE UNCONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

1. THE COMPANY AND ITS OPERATIONS

1.1 Macter International Limited (the Company) was incorporated in Pakistan in 1992 as a private limited
company and was converted into a public limited company in 2011. Effective from August 01, 2017 the
Company has been listed on Pakistan Stock Exchange Limited. The geographical location and registered
office of the Company is situated at F-216, S.I.T.E., Karachi.

1.2 The principal activity of the Company is to manufacture and market pharmaceutical products.

1.3 These unconsolidated financial statements are the separate financial statements of the Company in which
investment in subsidiary has been accounted for at cost less accumulated impairment losses, if any.

1.4 Impact of COVID-19 pandemic on these financial statements

The COVID-19 pandemic caused significant and unprecedented curtailment in economic and social activities
during the period from March 2020 in line with the directives of the Government. This situation posed a
range of business and financial challenges to the businesses globally and across various sectors of the
economy in Pakistan. The lockdown, however, excluded companies involved in the business of necessary
consumer supplies.

Being in an essential industry, the Company's production and distribution facilities have been permitted
by the Government to operate with strict compliance of SOPs issued. The management has adopted all
necessary steps to ensure smooth and adequate continuation of its business in order to maintain business
performance despite slowed down economic activity.

According to management's assessment, there are no material implications of COVID-19 that require
specific disclosure in these unconsolidated financial statements.

2.  BASIS OF PREPARATION
2.1 Statement of compliance
These unconsolidated financial statements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan

comprise of:

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standard
Board (IASB) as notified under the Companies Act, 2017 (the Act);

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan
(ICAP) as are notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Act.

Where provisions of and directives issued under the Act differ from IFRS, the provisions of and directives
issued under the Act have been followed.

2.2 Basis of measurement

These unconsolidated financial statements have been prepared on the basis of historical cost convention,
unless otherwise specifically stated.
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2.3

2.4

Functional and presentation currency

These unconsolidated financial statements are presented in Pakistani Rupees, which is also the Company's
functional currency.

NEW STANDARDS, AMENDMENTS, INTERPRETATIONS AND IMPROVEMENTS EFFECTIVE DURING THE
YEAR

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

New standards and amendments

IFRS 9 Prepayment Features with Negative Compensation (Amendments)
IFRS 14  Regulatory Deferral Accounts

IFRS16 Leases

IFRS16  COVID 19 Related Rent Concessions (Amendments)

IAS 19 Plan Amendment, Curtailment or Settlement (Amendments)

IAS 28 Long-term Interests in Associates and Joint Ventures (Amendments)
IFRIC 23 Uncertainty over income tax treatments

Improvements to Accounting Standards Issued by the IASB (2015-2017 cycle)
IFRS 3 Business Combinations - Previously held Interests in a joint operation
IFRS 11  Joint Arrangements - Previously held Interests in a joint operation

IAS 12 Income Taxes - Income tax consequences of payments on financial instruments classified as
equity

IAS 23 Borrowing Costs - Borrowing costs eligible for capitalisation

The adoption of the above standards, amendments and improvements to accounting standards did not
have any material effect on the Company's unconsolidated financial statements except stated below:

2.4.1 IFRS 16 - Leases

During the year, the Company have adopted IFRS 16 as issued by the International Accounting
Standards Board (IASB) in January 2016.

IFRS 16 supersedes IAS 17 "Leases", IFRIC 4 "Determining whether an Arrangement contains a
Lease", SIC-15 "Operating Leases-Incentives" and SIC-27 "Evaluating the Substance of Transactions
Involving the Legal Form of a Lease". The standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases and requires lessees to account for all leases
under a single on-balance sheet model.

The Company has lease contracts for its Commercial offices and warehouse. Before the adoption
of IFRS 16, the Company classified each of its leases (as lessee) at the inception date as an operating
lease. In an operating lease, the leased property was not capitalised and the lease payments were
recognised as rent expense in statement of profit or loss on a straight-line basis over the lease term.
Any prepaid rent and accrued rent were recognised under Trade deposits, short term prepayments
and other receivables, respectively.
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Upon adoption of IFRS 16, the Company initially recognized a lease liability for the obligation to make lease
payments and a right-of-use (RoU) asset for the right to use the underlying asset for the lease term against
a consideration. The lease liability is measured at the present value of the consideration (lease payments)
to be made over the lease term. The lease payments are discounted using the interest rate implicit in the
lease, unless it is not readily determinable, in which case the lessee may use the incremental rate of
borrowing. The RoU asset is initially measured at the present value of lease liability, adjusted for lease
prepayments and borrowing costs.

As permitted by the transitional provisions of IFRS 16, the Company elected not to restate the comparative
figures and not to adjust the opening unappropriated profit. Accordingly, adjustment to the carrying

amount of assets and liabilities were recognised in the current period.

The effect of adoption of IFRS 16 as at July 01, 2019 is as follows:

July 01, 2019
(Rupees in '000)
Increase in RoU asset 82,987
Decrease in trade deposits, short term prepayments and other receivables (7,260)
Increase in total assets 75,727
Increase in lease liability against assets subject to finance lease 75,727

Increase in net assets -
The Company also applied the available practical expedients wherein it:

e Used a single discount rate to a portfolio of leases with reasonably similar characteristics.

e Relied on its assessment of whether leases are onerous immediately before the date of initial application.

e Excluded the initial direct costs from the measurement of the right-of-use asset at the date of initial
application.

The lease liabilities as at July 01, 2019 can be reconciled to the operating lease commitments as of June
30, 2019 as follows:

(Rupees in '000)

Operating lease commitments as at June 30, 2019 103,930
Weighted average incremental borrowing rate as at July 01, 2019 14.30%
Discounted operating lease commitments as at July 01, 2019 78,394
Less: Commitments relating to short-term leases (2,667)
Lease liabilities as July 01, 2019 75,727
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2.5

Set out below, are the carrying amounts of the Company’s right-of-use assets, lease liabilities and interest
liability and the movements during the period:

RoU asset Lease liability Interest liability

(Rupees in '000)

As at July 01, 2019 82,987 75,727 -
Depreciation expense (23,262) - -
Interest expense - - 9,479
Payments - (27,291) -
As at June 30, 2020 59,725 48,436 9,479

Standards, amendments and improvements to the approved accounting standards that are not yet
effective

The following standards, amendments and improvements 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 periods

beginning

. on after)
Standard or Interpretation
IFRS 3 Definition of a Business (Amendments) January 01, 2020
IFRS 3 Business Combinations: Reference to the conceptual
framework (Amendments) January 01, 2022
IFRS 9 / 1AS 39 and IFRS 7 - Interest rate benchmark reform (Amendments) January 01, 2020
IFRS 10 Consolidated Financial Statements and IAS 28 Investment in Associates
and Joint Ventures - Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture (Amendment) Not yet finalised
IAS 1 / IAS 8 Definition of Material (Amendments) January 01, 2020
IAS 1 - Classification of liabilities as current or non-current (Amendments) * January 01, 2022
IAS 16 'Property, Plant and Equipment' - Proceeds before
intended use (Amendments) January 01, 2022
IAS 37 - Onerous Contracts — cost of fulfilling a contract (Amendments) January 01, 2022

* The IASB has issued an exposure draft proposing to defer the effective date of the Amendments to
IAS 1 to January 01, 2023.

Improvements to Accounting Standards Issued by the IASB (2018-2020 cycle)

IFRS 9 - Financial Instruments — Fees in the '10 percent’ test for
derecognition of financial liabilities January 01, 2022

IAS 41 - Agriculture — Taxation in fair value measurements January 01, 2022
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2.6

The IASB has also issued the revised Conceptual Framework for Financial Reporting (the Conceptual
Framework) in March 2018 which is effective for annual periods beginning on or after January 01, 2020
for preparers of unconsolidated financial statements who develop accounting policies based on the
Conceptual Framework. The revised Conceptual Framework is not a standard, and none of the concepts
override those in any standard or any requirements in a standard. The purpose of the Conceptual Framework
is to assist IASB in developing standards, to help preparers develop consistent accounting policies if there
is no applicable standard in place and to assist all parties to understand and interpret the standards.

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

IASB Effective date
(annual periods
beginning
on or after)

Standard
IFRS 1 — First Time adoption of IFRSs January 01, 2004
IFRS 17 — Insurance Contracts January 01, 2023

The Company expects that above new standards will not have any material impact on the Company's
unconsolidated financial statements in the period of initial application.

Significant accounting judgments and estimates

The preparation of the Company’s unconsolidated financial statements requires management to make
judgments and estimates that affect the reported amounts of revenues, expenses, assets and liabilities,
and the disclosure of contingent liabilities and assets, at the end of the reporting period. However,
uncertainty about these estimates and judgments could result in outcomes that require a material
adjustment to the carrying amount of the asset or liability affected in future periods. The management
continually evaluates estimates and judgments which are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under current circumstances.
Revisions to accounting estimates are recognized prospectively.

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

Notes
- determining the residual values, useful lives and
impairment of property, plant and equipment / intangible assets 3.1,3.2,3.3,4&5
- valuation of inventories 3.4,3.5&10
- provision for impairment on financial assets 3.12.1&11.2
- provision for tax and deferred tax 3.21,9& 30
- provision for employee retirement benefits 3.13&16.2
- determining the lease term of contracts with renewal and termination options 3.20
- Estimating the incremental borrowing rate 3.20
- contingencies 22.1
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1

3.2

33

3.4

Property, plant and equipment
Operating fixed assets

These are stated at cost less accumulated depreciation and impairment loss, if any, except for leasehold
land which are stated at cost less impairment loss, if any.

Depreciation is charged to the statement of profit or loss applying the reducing balance method at the
rates specified in note 4.1 to the unconsolidated financial statements. Depreciation on additions is charged
from the month asset is available for use and in case of disposal up to the preceding month of disposal.

Maintenance and repairs are charged to statement of profit or loss as and when incurred. Major renewals
and improvements are capitalized when it is probable that respective future economic benefits will flow
to the Company and the assets so replaced, if any, are retired.

Gains or losses on disposals of property, plant and equipment, if any, are recognized in statement of profit
or loss.

The assets residual values, useful lives and depreciation methods are reviewed and adjusted if appropriate,
at each financial year end.

Capital work-in-progress

These are stated at cost less impairment, if any, and represent expenditures incurred and advances made
in respect of specific assets during the construction / installation year. These are transferred to relevant
operating fixed assets as and when assets are available for use.

Right-of-use assets

The Company recognises a right-of-use asset at the commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use assets are measured at cost less any accumulated
depreciation and impairment losses and adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less any lease incentives received. Right-of-use
assets are depreciated on a straight-line basis over the lease term.

Intangible assets

These are stated at cost less accumulated amortization and impairment loss, if any. These are amortized
on a straight line method when assets are available for use at the rates specified in note 5 to the
unconsolidated financial statement. Amortization is charged from the month when asset is available for
use while no amortization is charged in the month in which an asset is disposed off.

Impairment

The carrying values of the Company’s assets are reviewed at each statement of reporting date to determine
whether there is any indication of impairment. If any such indication exists, the asset’s recoverable amount
is estimated and impairment losses are recognized in the profit or loss account.

Stores and spares

Stores and spare parts, except goods-in transit, are stated at moving average cost less provision for slow

moving / obsolete items. Cost of goods-in-transit includes invoice value plus other costs incurred thereon
up to the statement of financial position date.
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3.6

3.7

3.8

3.9

Stock-in-trade
These are valued at the lower of cost or net realisable value. Cost is determined as follows:
- Raw and packing material - on moving average basis.

- Finished goods and work-in-process - at weighted average cost of purchases and
applicable manufacturing expenses

- Stock-in-transit - Valued at cost comprising invoice value plus
other charges paid thereon up to the reporting date.

Investment in subsidiary
Investment in subsidiary is stated at cost less accumulated impairment losses, if any.
Loans, advances, deposits, prepayments and other receivables

Loans, advances, deposits, prepayments and other receivables are stated initially at fair value and
subsequently measured at amortised cost using the effective interest rate method.

Exchange gains or losses arising in respect of deposits, advances and other receivables in foreign currency
are added to their respective carrying amounts and charged to statement of profit or loss, if any.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, with banks in current and deposit accounts, demand draft
and running finance under mark-up arrangements. Running finances under mark-up arrangements are
shown within short-term borrowings under current liabilities on the statement of financial position.

Long-term and short-term borrowings

These are recorded at the proceeds received. Installments due within one year are shown as a current
liability and mark-up on borrowings is charged to profit or loss as an expense, on accrual basis.

3.10 Trade and other payables

Liabilities for trade and other payables 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.

3.11 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity.

i) Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition and subsequently measured at amortised cost, fair
value through other comprehensive income (FVOCI) or fair value through profit or loss (FVPL).
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The classification of financial assets at initial recognition depends on the financial asset’s contractual cash
flow characteristics and the Company’s business model for managing them. With the exception of trade
receivables, the Company initially measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction costs. Trade receivables are measured at the
transaction price determined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or FVOCI, it needs to give rise
to cash flows that are SPPI on the principal amount outstanding. This assessment is referred to as the SPPI
test and is performed at an instrument level. The Company’s business model for managing financial assets
refers to how it manages its financial assets in order to generate cash flows. The business model determines
whether cash flows will result from collecting contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e.,
the date that the Company commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement, the Company classifies its financial assets into following
categories:

e Financial assets at amortised cost (debt instruments);

e Financial assets designated at FVOCI with no recycling of cumulative gains and losses upon derecognition
(equity instruments); and

e Financial assets at fair value through profit or loss.
Financial assets at amortised cost (debt instruments)
The Company measures financial assets at amortised cost if both of the following conditions are met:

e The financial asset is held within a business model with the objective to hold financial assets in order
to collect contractual cash flows; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method
and are subject to impairment. Gains and losses are recognised in profit or loss when the asset is
derecognised, modified or impaired.

Financial assets designated at FVOCI (equity instruments)

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as equity
instruments designated at FVOCI when they meet the definition of equity under IAS 32 'Financial Instruments:
Presentation' and are not held for trading. The classification is determined on an instrument-by-instrument
basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised
as other income in profit or loss when the right of payment has been established, except when the Company
benefits from such proceeds as a recovery of part of the cost of the financial asset, in which case, such
gains are recorded in OCI. Equity instruments designated at fair value through OCI are not subject to
impairment assessment.
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Financial assets at FVPL

Financial assets at FVPL include financial assets held for trading, financial assets designated upon initial
recognition at FVPL, or financial assets mandatorily required to be measured at fair value. Financial assets
are classified as held for trading if they are acquired for the purpose of selling or repurchasing in the near
term. Financial assets with cash flows that are not solely payments of principal and interest are classified
and measured at fair value through profit or loss, irrespective of the business model. Notwithstanding the
criteria for debt instruments to be classified at amortised cost or at FVOCI, as described above, debt
instruments may be designated at FVPL on initial recognition if doing so eliminates, or significantly reduces,
an accounting mismatch.

Financial assets at FVPL are carried in the statement of financial position at fair value with net changes in
fair value recognised in profit or loss.

This category also includes derivative instruments and listed equity investments which the Company had
not irrevocably elected to classify at FVOCI. Dividends on listed equity investments are also recognised as
other income in profit or loss when the right of payment has been established.

The Company has not designated any financial asset as at FVPL.
Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Company’s statement of financial position) when:

e The rights to receive cash flows from the asset have expired, or

e The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement? and either (a) the Company has transferred substantially all the risks and rewards of the
asset, or (b) the Company has neither transferred nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership.

When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the Company continues to recognise the transferred asset to the extent
of its continuing involvement. In that case, the Company also recognises an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and obligations
that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Company could be required to repay.

ii) Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at FVPL, loans and borrowings,
trade payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
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All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

Subsequent measurement
Financial liabilities at FVPL

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss. Gains or losses on
liabilities held for trading are recognised in profit or loss. Financial liabilities designated upon initial
recognition at fair value through profit or loss are designated at the initial date of recognition, and only
if the criteria in IFRS 9 are satisfied. The Company has not designated any financial liability as at FVPL.

Financial liabilities at amortized cost

After initial recognition, borrowings and payables are subsequently measured at amortized cost using the
EIR method. Gains and losses are recognised in profit or loss when the liabilities are derecognised as well
as through the EIR amortisation process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in profit or loss.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer the
settlement of the liability for at least twelve months after the reporting date. Exchange gains and losses
arising in respect of borrowings in foreign currency are added to the carrying amount of the borrowing,
if any.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the derecognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognised in profit or loss.

iii) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of

financial position if there is a currently enforceable legal right to offset the recognised amounts and there

is an intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

3.12 Impairment

3.12.1 Impairment of financial assets
Financial assets covered under IFRS 9
The Company recognises an allowance for expected credit losses (ECL) for all debt instruments not
held at fair value through profit or loss. ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the cash flows that the Company expects
to receive, discounted at an approximation of the original effective interest rate. The expected cash

flows will include cash flows from the sale of collateral held or other credit enhancements that are
integral to the contractual terms.
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ECL is recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12-months (a 12-month ECL). For those credit
exposures for which there has been a significant increase in credit risk since initial recognition, a
loss allowance is required for credit losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

For all financial assets the Company applies a simplified approach where applicable in calculating
ECL. Therefore, the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECL at each reporting date. The Company has established a provision
matrix for large portfolio of customer having similar characteristics and default rates based on the
credit rating of customers from which receivables are due that is based on the Company’s historical
credit loss experience, adjusted for forward-looking factors specific to the debtors and the economic
environment.

The Company considers a financial asset in default depending on the past due days of various
categories of its financial assets. However, in certain cases, the Company may also consider a
financial asset to be in default when internal or external information indicates that the Company
is unlikely to receive the outstanding contractual amounts in full before taking into account any
credit enhancements held by the Company. A financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.

3.12.2 Non-financial assets

The carrying amounts of non-financial assets are assessed at each reporting date to ascertain
whether there is any indication of impairment. If such an indication exists, the asset's recoverable
amount is estimated to determine the extent of impairment loss, if any. An impairment loss is
recognised, as an expense in profit or loss. The recoverable amount is the higher of an asset's fair
value less cost to disposal and value in use. Value in use is ascertained through discounting of the
estimated future cash flows using a discount rate that reflects current market assessments of the
time value of money and the risk specific to the assets for which the estimate of future cash flow
have not been adjusted. For the purpose of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units).

An impairment loss is reversed if there is a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the asset's carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation,
if no impairment loss had been recognised previously. Reversal of an impairment loss is recognised
immediately in profit or loss.

3.13 Employee retirement benefits
Defined benefit plan
The Company operates an unfunded gratuity scheme covering all eligible permanent employees. Provision
is made on the basis of actuarial recommendations. The latest actuarial valuation is carried out as at June
30, 2020 using the Project Unit Credit Method.
Defined contribution plan
The Company operates a provident fund plan for all permanent management employees. Contribution is

made to the fund equally by the Company and the employees at the rate of 8.33% of basic and / or gross
salary, as per the respective entitlement grades.
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3.14 Revenue recognition

The Company recognises revenue at a point in time when control of product is transferred to customer
at an amount that reflects the consideration to which the Company expects to be entitled in exchange for
those goods. Control, depending on contractual terms, is considered to be transferred either when the
product is directly uplifted by customer from factory premises or when it is delivered by the Company at
customer premises.

The Company generally enters into an agreement with its customers for supply of its products, including
delivery of product. As the transportation of product coincides with actual delivery, sale of product and
transportation is considered single performance obligation. The credit limits in contract with customers
varies depending on the terms of specific contract.

3.15 Other income
Other income is recognized on accrual basis.

Income on bank deposit is accrued on a time proportioned basis by reference to the principal outstanding
and applicable rate of return.

3.16 ljarah lease rentals

Leases under Shariah compliant ljarah contracts, where significant portion of the risk and reward of
ownership is retained by the lesser, are classified as ljarah. Rentals under these arrangements are charged
to statement of profit or loss on straight line basis over the lease term.

ljarah rentals directly attributable to the acquisition or construction of an asset are capitalized as part of
the cost of the respective assets.

3.17 Foreign currency translations

Transactions in foreign currencies are recorded in Pakistan Rupees (functional currency) at the rates of
exchange approximating those prevalent on the date of transaction. Monetary assets and liabilities in
foreign currencies are reported in Pakistan rupees at the rate of exchange prevailing on the reporting date.
Exchange gains or losses are taken to the statement of profit or loss.

3.18 Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions are
reviewed at each reporting date and adjusted to reflect the current best estimate.

3.19 Government Grant
Government grants are recognised where there is reasonable assurance that the grant will be received,
and all attached conditions will be complied with. As the grant relates to an expense item, it is recognised

as income on a systematic basis over the periods that the related costs, for which it is intended to
compensate, are expensed.
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3.20 Lease liabilities

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

Company as a lessee

The Company applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Company recognises lease liabilities to make lease payments
and right-of-use assets representing the right to use the underlying assets.

Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the
Company and payments of penalties for terminating the lease, if the termination option is reasonably
certain to be exercised. Variable lease payments that do not depend on an index or a rate are recognised
as expenses (unless they are incurred to produce inventories) in the period in which the event or condition
that triggers the payment occurs. In calculating the present value of lease payments at the lease
commencement date, the Company uses the interest rate implicit in the lease. In case where the interest
rate implicit in the lease is not readily determinable, the Company uses its incremental borrowing rate.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest
and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured
if there is a modification, a change in the lease term, a change in the lease payments or a change in the
assessment of an option to purchase the underlying asset.

Short-term leases

The Company applies the short-term lease recognition exemption to its short-term leases of premises (i.e.,
those leases that have a lease term of 12 months or less from the commencement date and do not contain
a purchase option). Lease payments on short-term leases are recognised as expense on a straight-line basis
over the lease term.

Determining the lease term of contracts with renewal and termination options

The Company determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any periods
covered by an option to terminate the lease, if it is reasonably certain not to be exercised.

The Company has several lease contracts that include extension and termination options. The Company
applies judgement in evaluating whether it is reasonably certain whether or not to exercise the option to
renew or terminate the lease. That is, it considers all relevant factors that create an economic incentive
for it to exercise either the renewal or termination. After the commencement date, the Company reassesses
the lease term if there is a significant event or change in circumstances that is within its control that affects
its ability to exercise or not to exercise the option to renew or to terminate.

Estimating the incremental borrowing rate
The Company cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental
borrowing rate (‘IBR’) to measure lease liabilities. The IBR is the rate of interest that the Company would

have to pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an
asset of a similar value to the right-of-use asset in a similar economic environment.
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3.21 Taxation
Current

Provision for current taxation is based on the taxable income for the year determined in accordance with
the prevailing law for taxation on income. The charge for current tax is calculated using prevailing tax rates.
The charge for current tax also includes adjustments for prior years or otherwise considered necessary
for such years. Current tax is charged to profit or loss except to the extent it relates to items recognised
in other comprehensive income.

Deferred

Deferred tax is provided, using the liability method, on all temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

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

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the deferred
tax asset to be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the assets are realized or the liabilities are settled, based on tax rates (and tax laws) that have been
enacted or subsequently enacted at the reporting date. Deferred tax is charged or credited to statement
of profit or loss except to the extent it relates to items recognized in other comprehensive income.

3.22 Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognized in the unconsolidated financial statements in the
period in which these are approved.

3.23 Earnings per share

The Company presents basic and diluted earning per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

3.24 Segment Reporting

The activities of the Company are organized into one operating segment i.e., manufacturing and marketing
of pharmaceutical products. The Company operates in the said reportable operating segment based on
the nature of the product, risks and returns, organizational and management structure, and internal
financial reporting system. Accordingly, the figures reported in the unconsolidated financial statements
are related to the Company’s only reportable segment.

2020 2019
Note - (Rupees in '000) ----------
PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets 4.1 1,246,670 1,201,358
Capital work-in-progress 4.5 26,490 31,475
Right-of-use assets 4.6 59,725 -
1,332,885 1,232,833
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4.4 Depreciation charge for the year on operating fixed assets has been allocated as follows:

4.5

4.6

Cost of sales
Distribution cost
Administrative expenses

Capital work-in-progress

2020

Opening balance

Capital expenditure incurred / advances made
Transfer to operating fixed assets

Closing balance

2019

Opening balance

Capital expenditure incurred / advances made
Transfer to operating fixed assets

Closing balance

Right-of-use assets

As at July 01, 2019

Cost (Impact of initial application of IFRS 16)
Accumulated depreciation

Net book value

Year ended June 30, 2020
Opening net book value
Additions during the year
Depreciation for the year
Closing net book value

As at June 30, 2020

Cost

Accumulated depreciation
Net book value

2020 2019
Note  -------—-- (Rupees in '000) ----------
24 75,131 64,582
25 19,645 18,262
26 9,702 7,063
104,478 89,907
Civil works Leasehold PIant_and Others Total
land machinery
---------------------- (Rupees in '000) -------------==-------
683 2,050 28,427 31,475
4,015 4,956 47,926 60,012
(4,698) - (59,355) (64,997)
- 7,006 16,998 26,490
. Leasehold Plant and
Civil works land machinery Others Total
---------------------- (Rupees in '000) ----------------------
79,687 4,000 150,207 4,886 238,780
24,913 2,700 42,292 72,781
(103,917) (4,650) (164,072) (7,447)  (280,086)
683 2,050 28,427 31,475
2020 2019
Note  -------—-- (Rupees in '000) ----------
24.1 82,987 -
82,987 -
82,987 -
46.1 (23,262) -
59,725
82,987 -
(23,262) -
59,725 -
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2020

4.6.1Depreciation charge for the year on right-of-use assets has been allocated as follows:

5.1

Cost of sales
Distribution cost

INTANGIBLE ASSETS

2020

Software licenses
SAP ERP

Manufacturing and
distribution rights

2019

Software licenses
SAP ERP

Manufacturing and
distribution rights

Cost of sales
Distribution cost

Cost

24
25

3,740
19,522

23,262

Amortization

As at July Additions

As at As at July Charge

As at

2019

Net book Amortization

01, 2019 during the June 30, 01,2019 forthe June30, valueasat
year 2020 year 2020 June 30, 2020
(Rupees in '000)

21,760 1,423 23,183 14,666 2,761 17,427 5,756

41,802 - 41,802 40,617 598 41,215 587

20,000 - 20,000 20,000 - 20,000 -

83,562 1,423 84,985 75,283 3,359 78,642 6,343
Cost Amortization

As at July Additions

As at As at July Charge

As at

rate % per
annum

20-33.33%
20%

20%

Net book Amortization

Administrative expenses

LONG-TERM INVESTMENT

Investment in subsidiary - at cost
Misbah Cosmetics (Private) Limited
Equity held: 72.53% (2019: 56.90%)

01,2018 during the June 30, 01,2018 forthe June30, valueasat rate % per
year 2019 year 2019 June 30,2019 annum
(Rupees in '000)
17,806 3,954 21,760 11,540 3,126 14,666 7,094  20-33.33%
41,802 - 41,802 40,019 598 40,617 1,185 20%
20,000 - 20,000 20,000 - 20,000 - 20%
79,608 3,954 83,562 71,559 3,724 75,283 8,279
2020 2019
Note ---------- (Rupees in '000) ----------
Amortization charge for the year has been allocated as follows:
24 367 263
25 612 611
26 2,380 2,850
3,359 3,724
No. of shares: 20,000,000 (2019: 10,000,000) of Rs.10/- each 6.1 200,000 100,000
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During the year, the Company acquired an additional 10,000,000 ordinary shares increasing the voting from
56.90% to 72.53% of Misbah Cosmetics (Private) Limited against a cash consideration of Rs. 100 million. The
subsidiary company is engaged in selling and distribution of cosmetics products.

2020 2019
Note  -------—-- (Rupees in '000) ----------
LONG-TERM LOANS - secured, considered good
Due from:
- Executives* 1,536 1,746
- Other employees 4,669 6,547
7.1 6,205 8,293
Less: Current portion
- Executives (514) (1,531)
- Other employees (3,626) (4,615)
12 (4,140) (6,146)
2,065 2,147

These represent mark-up free loans to executives and employees for purchase of motor cars, motor cycles,
house building, umrah and others, in accordance with the Company’s policy. These loans are secured against
the final settlement of respective employees and are recoverable in monthly installments over a period of one
months to fifty five months, these loans are mark-up free and secured against retirement benefits of respective
employees.

Long term loans have been carried at cost as the effect of carrying these balances at amortised cost would not
be material in the overall context of these unconsolidated financial statements.

These represent officers as prescribed under the Companies Act, 2017.

2020 2019
Note ---------- (Rupees in '000) ----------
LONG-TERM DEPOSITS
ljarah lease rentals 35,269 34,050
Diminishing musharakah 41,669 35,386
Utilities 3,473 3,473
Rent 605 710

81,016 73,619
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9.1

10.

DEFERRED TAX ASSET

Deductible temporary differences in respect of:

Provisions for:

- impairment on slow moving and obsolete items
- impairment on trade debts
- retirement and other service benefits

- Lease liabilities
Minimum tax
Others

Less: Taxable temporary differences

Right-of-use assets

Accelerated tax depreciation

Movement in deferred tax asset - net is as follows:

Balance at beginning of the year

Impact of change in accounting policy
Balance at beginning of the year

- recognized in profit or loss

- recognized in other comprehensive loss
Balance at end of the year

STOCK-IN-TRADE

In hand

- raw materials

- packing materials
- work-in-process
- finished goods

Less: Provision for slow moving and obsolete items

In transit

2020 2019
Note  -------—-- (Rupees in '000) ----------
11,148 7,816
22,857 18,064
40,487 38,309
16,190 -
76,472 58,248
14,386 12,444
181,540 134,881
(16,696) -
(118,179) (116,485)
9.1 46,665 18,396
18,396 7,782
- 3,837
18,396 11,619
26,329 7,774
1,940 (997)
46,665 18,396
472,026 264,024
235,025 170,963
72,265 65,668
296,322 296,278
10.1 1,075,638 796,933
10.3 (39,878) (27,376)
1,035,760 769,557
10.2 2,304 3,646
1,038,064 773,203

10.1 This includes items costing Rs.3.12 (2019: Rs.10.17) million which have been valued at their net realizable value

of Rs.2.40 (2019: Rs.7.76) million.

This includes stock which is pledged with various banks against short-term borrowings as disclosed in note 21

to these unconsolidated financial statements.

10.2 Stock in transit includes raw material of Rs.2.27 (2019: Rs.3.18) million and packing material of Rs.0.03 (2019:

Rs.0.47) million.

67




2020 2019

Note  -------—-- (Rupees in '000) ----------

10.3 Provision for slow moving and obsolete items
Opening balance 27,376 46,482
Charge for the year 25,817 10,716
Write off during the year (13,315) (29,822)
Closing balance 39,878 27,376

11. TRADE DEBTS - unsecured

Considered good 11.1 762,635 580,686
Considered doubtful 81,765 63,269
844,400 643,955
Allowance for expected credit loss 11.2 (81,765) (63,269)
Trade debts - net 762,635 580,686

11.1 These trade debts include Rs.31.691 (2019: Rs.3.262) million representing receivable against export sales to
Africa and Asia amounting to Rs.22.445 (2019: Rs.0.608) million and Rs.9.246 (2019: Rs.2.654) million respectively.

11.2 Allowance for expected credit loss

The movement in expected credit loss during the year is as follows:

Balance at beginning of the year 63,269 60,559
Provision recognised during the year 20,999 2,710
Write offs during the year (2,503) -
18,496 2,710
Balance at end of the year 81,765 63,269

11.3 As at June 30, 2020, trade debts aggregating to Rs.459 (2019: Rs.283) million are neither past due nor impaired.
The remaining debts aggregating to Rs.302 (2019: Rs.297) million are past due but not impaired. The ageing
analysis of these past due trade debts is as follows:

Trade debts

Neither past due nor impaired 459,986 283,650
Past due but not impaired:

- within 30 days 109,490 87,865
- within 31 to 90 days 84,345 68,356
- within 91 t0180 days 48,975 8,974
- within 181 to 360 days 30,934 22,917
- over 360 days 28,905 108,924

762,635 580,686

68



2020 2019

Note  -------—-- (Rupees in '000) ----------
12. LOANS AND ADVANCES - considered good
Current portion of long term loans 7 4,140 6,146
Advances to:
- employees 12.1 5,982 15,705
- suppliers 78,121 50,045
- others - 122
84,103 65,872
88,243 72,018

12.1 Advances to employees are provided to meet business expenses and are settled as and when the expenses are

13. TRADE DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

Deposits
ljarah lease rentals 6,240 5,532
Diminishing musharakah 5,277 1,362
Margin against bank guarantees 21,975 18,236
Tender deposits 58,962 34,992
Others 450 422
92,904 60,544
Prepayments
Rent - 7,260
Software license 2,325 2,129
Takaful 740 224
Machine and Equipments 452 -
Fees, rates and taxes 196 221
3,713 9,834
Other receivables
Profit on savings account 688 188
Others - 10
688 198
97,305 70,576
14. CASH AND BANK BALANCES
Cash in hand - 271
Balances with banks in:
- current accounts 46,740 84,182
- saving accounts 14.1 82,737 57,845
- dividend account 268 280
129,745 142,307
Cash and bank balances 129,745 142,578

14.1 These carry profit at the rates ranging from 3.54% to 7.55% (2019: 2.25% to 6.15%) per annum.

incurred.
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2020 2019

15.  SHARE CAPITAL Note  --------- (Rupees in '000) -——
15.1 Authorized share capital
2020 2019
----- Number of shares -----
65,000,000 65,000,000 Ordinary shares of Rs.10/- each 650,000 650,000
15.2 Issued, subscribed and paid up share capital
8,430,868 8,430,868 Issued for cash 84,309 84,309
30,489,649 30,489,649 Issued as fully paid bonus shares 304,897 304,897
Issued pursuant to merger
223,834 223,834 with Associated Services Limited 2,238 2,238
39,144,351 39,144,351 391,444 391,444
2020 2019
Note  -------—-- (Rupees in '000) ----------
16. DEFERRED LIABILITIES
Advance against motor vehicles 740 688
Government Grant 16.1 6,102 -
Employees' gratuity payable 16.2 196,286 177,771
203,128 178,459
16.1 Government Grant
Opening balance - -
Received during the year 14,824 -
Released to the statement of profit or loss - -
Closing balance 14,824 -
Current Portion of Government Grant 19 8,722 -
Long-term Portion of Government Grant 6,102 -
14,824 -

16.1.1 As mentioned in note 17.4, government grant has been recorded against subsidized rate loan obtained from
a Islamic bank pursuant to a refinance scheme introduced by State Bank of Pakistan to provide working capital
loan at concessional mark-up rates for businesses to finance salary expense during the COVID-19 outbreak.
The grant is conditional upon the fact that the Company would not terminate any employee, due / owing to
cash flow limitations, for a period of three months from the date of receipt of the first tranche.
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16.2 Defined benefit plan - unfunded gratuity scheme

The latest actuarial valuation was carried out on June 30, 2020 by an appointed actuary using "Projected Unit
Credit Actuarial Cost Method".

2020 2019
--- Number of Employees ---

The number of employees covered under
the defined benefit scheme are: 474 507

The following principal actuarial assumptions were used for the valuation of above mentioned scheme:

Financial assumptions
- Discount rate (per annum compounded) 8.50% 13.25%

- Salary increase per annum 8.50% 12.25%

Demographic assumptions

- Normal retirement 60 years 60 years
- Mortality rate EFU (61-66) EFU (61-66)
2020 2019

Liability in balance sheet
Present value of defined benefit obligations 196,286 177,771

Movement in liability during the year

Opening balance 177,771 171,029
Charged to profit and loss account 27,297 19,183
Benefits paid during the year (16,650) (8,947)
Actuarial loss / (gain) recognised in other comprehensive income 7,868 (3,494)
Closing balance m W

Reconciliation of the present value of defined benefit obligations

Present value of defined benefit obligations as at July 01, 2019 177,771 171,029
Current service cost 4,845 4,609
Finance cost 22,452 14,574
Benefits paid (16,650) (8,947)
Actuarial loss / (gain) on obligation 7,868 (3,494)
Present value of defined benefit obligations as at June 30, 2020 W W
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2020 2019

Charge for the defined benefit plan

Cost recognised in profit and loss

Current service cost 4,845 4,609
Finance cost 22,452 14,574
27,297 19,183

Actuarial loss / (gain) on defined benefit obligation
recognised in other comprehensive income

Actuarial loss / (gain) on defined benefit obligation

- Loss / (gain) due to change in financial assumptions 11,914 (11,478)
- Loss due to change in demographic assumptions - 3,080
- (Gain) / loss due to change in experience adjustments (4,046) 4,904

7,868 (3,494)
Expected contributions to the fund in the following year 19,993 25,858
Expected benefit payments to retirees in the following year 38,424 38,364
Weighted average duration of the defined benefit obligation (year) 7.80 7.50

Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant
and calculating the impact on the present value of the defined benefit obligations on various employee benefit
schemes. The increase / (decrease) in the present value of defined benefit obligations as a result of change
in each assumption is summarized below:

2020 2019

Increase in discount rate by 1% (12,300) 10,159
Decrease in discount rate by 1% 14,002 (11,478)
Increase in expected future increment in salary by 1% 13,866 11,478
Decrease in expected future increment in salary by 1% (12,408) (10,331)
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17.

17.1

17.2

17.3

Comparison for Five Years

As at June 30,
2020 2019 2018 2017 2016
(Rupees in '000)
Defined benefit obligation 196,286 177,771 171,029 165,514 140,780

Experience adjustment (gain) / loss on
obligation (as percentage of
plan obligations) -2.06% 2.76% 0.67% 16.19% (4.80%)

2020 2019

LONG-TERM FINANCING

Diminishing musharakah:

- leasehold land and buildings 17.1 152,500 76,263
- plant and machinery 17.2 217,681 253,727
- vehicles 17.3 97,221 67,602
- salaries and wages 17.4 171,356 -
638,758 397,592
Less: Current maturity shown under current liabilities (94,401) (98,832)
544,357 298,760

These facilities have been obtained from Meezan Bank Limited for different lands. These carry mark-up at the
rate of 6 Months KIBOR plus 1.25% to 1.50% (2019: KIBOR plus 1.25% to 2.00%) per annum and having maturity
till May 2025 (2019: August 2022). These facilities are secured against the respective assets.

The company obtained 12 month deferral against principal repayment effective from May 2020 under SBP
Regulatory Relief to dampen the effects of Covid-19 - Prudential Regulations for Corporate / Commercial
Banking through its circular BPRD Circular Letter No. 13 of 2020 dated March 26, 2020.

These facilities have been obtained from First Habib Modaraba, Dubai Islamic Bank and MCB Islamic Bank for
different machineries. These carry mark-up at the rates of 6 Months KIBOR plus 1.25% to 2.00% (2019: KIBOR
plus 1.40% to 2.00%) per annum and having maturity till March 2025 (2019: September 2024). These facilities
are secured against the respective assets.

The company obtained 12 month deferral against principal repayment from MCB Islamic Bank effective from
June 2020 under SBP Regulatory Relief to dampen the effects of Covid -19 - Prudential Regulations for Corporate
/ Commercial Banking through its circular BPRD Circular Letter No. 13 of 2020 dated March 26, 2020.

These facilities have been obtained from First Habib Modaraba and Albaraka Bank (Pakistan) Limited. These
carry mark-up at the rates of 6 Months KIBOR plus 1.00% to 1.40% (2019: KIBOR plus 1.25% to 1:50%) per
annum and are having maturity till January 2026 (2019: December 2023). These facilities are secured against
the respective assets.
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17.4

18.

18.1

18.2

The company obtained 12 month deferral against principal repayment from Albaraka Bank (Pakistan) Limited
effective from May 2020 under SBP Regulatory Relief to dampen the effects of Covid-19 - Prudential Regulations
for Corporate / Commercial Banking through its circular BPRD Circular Letter No. 13 of 2020 dated March 26,
2020.

During the period, the Company utilized Rs.186 million against Islamic Refinance Scheme for Payment of
Wages & Salaries to the Workers and Employees of Business Concerns issued by SBP under Covid-19 relief
package through its circular IH&SMEFD Circular No. 07 dated April 10, 2020. This carries mark-up at the
subsidised rate of 3% and is repayable latest by December 2022. The differential mark-up has been recognised
as government grant (as mentioned in note 16.1) which will be amortised to mark-up income over the period
of facility. The existing equitable mortgage charge over company properties E-40/A & Neclass No. 158 of Deh
Tore, Tapo Konkar, Gadap Town, District Malir, Karachi with 25% margin in favor of the bank.

2020 2019
[\ [o] (- (Rupees in '000) ----------
LEASE LIABILITIES
Lease liabilities 57,915 -
Current portion of lease liabilities (22,834) -
35,081 -
Reconciliation of the carrying amount is as follows:
Initial application of IFRS 16 on July 01, 2019 2.4.1 75,727 -
Additions during the year - -
Accretion of finance cost 29 9,479 -
Lease rental payments made during the year (27,291) -
Lease Liability as at June 30, 2020 57,915 -
Current portion of lease liabilities (22,834) -
Long-term lease liabilities as at June 30, 2020 35,081 -
Maturity analysis
Gross lease liabilities - minimum lease payments:
Not later than one year 29,430 -
Later than one year but not later than five years 44,542 -
73,972 -
Future finance charge (16,057) -
Present value of finance lease liabilities 57,915 -
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19.

19.1

19.2

19.3

2020 2019

TRADE AND OTHER PAYABLES

Trade and other creditors 610,296 346,788
Advances from customers 131,453 114,205
Accrued liabilities 88,579 44,323
Provision for gas infrastructure development cess 19.1 82,792 66,795
Sindh Workers’ Profit Participation Fund 19.2 3,392 2,852
Workers” Welfare Fund 19.3 23,014 21,725
Central Research Fund 632 1,238
Payable to provident fund 19.4 3,319 3,302
Current portion of government grant 16.1 8,722 -
ljarah rental payable 9,426 4,591
Auditors' remuneration 2,406 2,023
Withholding taxes payable 7,650 9,398
Others 7,776 8,008
979,457 625,248

Provision for gas infrastructure development cess

Opening balance 66,795 54,150
Charge for the year 15,997 12,645
82,792 66,795

Sindh Workers' Profit Participation Fund

Opening balance 2,852 17,393
Mark-up thereon 161 1,510
Charge for the year 3,392 6,651

6,405 25,554
Less: Payments made during the year (3,013) (22,702)
Closing balance 3,392 2,852

Workers’ Welfare Fund

Prior to certain amendments made through the Finance Acts of 2006 and 2008, Workers' Welfare Fund (WWF)
was levied at 2% of the total income assessable under the Income Tax Ordinance, 2001 excluding incomes
falling under the Final Tax Regime (FTR). Through Finance Act, 2008, an amendment was made in Section 4(5)
of the WWF Ordinance, 1971 (the Ordinance) whereby WWF liability is applicable at 2% of the higher of the
profit before taxation as per the accounts or declared income as per the return.

Aggrieved by the amendments made through the Finance Act, 2008, certain stakeholders filed petition against
the changes in the Honorable Lahore High Court which struck down the aforementioned amendments to the
WWF Ordinance in 2011. However, the Honorable High Court of Sindh in the year 2013 did not accept the
above arguments and declared the amendments made through Finance Act as valid. Both these decisions
were later challenged in the Honorable Supreme Court of Pakistan (SCP).

The Honorable SCP passed a judgment on November 10, 2016, declaring the insertion of amendments
introduced in the Finance Acts pertaining to WWF as unlawful and thereby striking down such amendments.
However, a petition has been filed in the Honorable SCP for the review of the aforementioned judgement.
In view of the said review petition, the Company on the basis of abundant caution has continued to provide
the amount as per the required provisions.
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194

Provident fund

19.4.1 General disclosures

The following information is based on the latest un-audited financial statements of the fund:

2020 2019
(Unaudited) (Audited)
Size of the fund 209,047 154,529
Percentage of investments made 93% 94%
Cost of investments 194,511 145,425
Fair value of investments made 184,934 134,776

19.4.2 Break-up of investments

19.4.3

20.

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

2020 2019
(Unaudited) (Audited)

% of % of
Particulars Investment  DECRGF Investment TSR

fund fund

(Rupees in '000) (Rupees in '000)
Investment in Equity Collective
Investment Scheme 10,319 6% 10,104 7%
Investment in Other Collective
Investment Scheme 7,667 4% 7,088 5%
Bank balances 46,948 25% 2,584 2%
Others (Monthly Mudaraba Certificate
/ Special Musharakah Certificate) 120,000 65% 115,000 62%
184,934 100% 134,776 100%

Investments of provident fund have been made in accordance with the provisions of section 218 of the Act
and the rules formulated for this purpose.

2020 2019

ACCRUED PROFIT

Diminishing musharakah 3,009 1,687
Istisna'a 1,212 711
Murabaha 16,491 17,999
Musharakah running finance 6,263 3,891

26,975 24,288
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21.

211

21.2

213

22.

22.1

2020 2019

Note  -------—-- (Rupees in '000) ----------
SHORT TERM BORROWINGS - secured
Istisna'a 21.1 45,284 19,511
Musharakah running finance 21.2 200,000 130,000
Murabaha 21.3 638,188 641,227
883,472 790,738

This represents finance facility obtained from Dubai Islamic Bank. This carries profit at the rate of 6 Months
KIBOR plus 1.25% to 1.50% (2019: 6 Months KIBOR plus 1.25%) per annum and having maturity till November
2020 (2019: July 2019). These are secured by way of hypothecation on stock-in-trade and trade debts of the
Company.

These represent finance facility obtained from MCB Islamic Bank. This carries profit at the rate of 3 Months
KIBOR plus 0.85% to 1.25% (2019: 3 months KIBOR plus 0.85% ) per annum and is repayable on demand. These
are secured by way of hypothecation on stock-in-trade and trade debts of the Company.

These represent outstanding murabaha facilities with various Islamic banks for the purpose of purchase of
inventory. These carry profit at the rates ranging from 6 Months KIBOR plus 1.00% to 1.50% (2019: from 3
to 6 Months of KIBOR plus 1.00% to 1.50%) per annum and having maturity till December 2020 (2019: December
2019). These are secured against hypothecation of stock in trade and trade debts of the Company.

CONTINGENCIES AND COMMITMENTS

Contingencies

22.1.1 Certain cases have been filed against the Company by some employees against their termination / dismissal.

If the case goes in favour of employees, Rs.9.53 million (2019: Rs.7.24 million) may be paid as remuneration.
Provision has not been made in these unconsolidated financial statements for the said amount as the
management of the Company, based on the advice of its legal counsel handling the subject cases, is of the
opinion that matters shall be decided in the Company’s favour.

22.1.2 During the year ended June 30, 2015, the Additional Commissioner Inland Revenue (ACIR) framed an order

under section 122(5A) of Income Tax Ordinance, 2001 amounting to Rs.6.399 million for tax year 2013 on
account of disallowance of certain expenses. The Company filed an appeal before the Commissioner Inland
Revenue (Appeals) [CIR (A)] who reverted the case back to the ACIR for re-adjudication. Being aggrieved, the
tax authorities filed an appeal before the Appellate Tribunal Inland Revenue, which is pending adjudication.
The management, based on tax advice, is confident for a favorable outcome, accordingly, no provision is made
in these unconsolidated financial statements in this respect.

22.1.3 During the year ended June 30, 2020, the Deputy Commissioner Inland Revenue (DCIR) passed demand order

under section 122(1) of the Income Tax Ordinance, 2001 amounting to Rs.28.567 million for the tax year 2014
on account of disallowance of certain expenses. The Company filed an appeal before the Commissioner Inland
Revenue (Appeals). The management, based on tax advice, is confident for a favourable outcome, accordingly
no provision is made in unconsolidated financial statements in this respect.
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22.2 Commitments

23.

24.

Outstanding letters of credit
Outstanding letters of guarantee
Commitments for capital expenditure

2020

143,613
115,231

22,174

2019

55,641
89,667
42,136

Commitments for ljarah rentals in respect of plant and machinery, motor vehicles and equipment:

2020
2021
2022
2023
2024
2025

TURNOVER

Gross Sales Turnover
Local
Export

Less: Sales tax

Toll manufacturing

COST OF SALES

Raw and packing materials consumed
Salaries, wages and benefits

Fuel and power

ljarah lease rentals

Repairs and maintenance

Laboratory and factory supplies

Takaful

Provision for slow moving and obsolete stock-in-trade
Printing and stationery

Rent, rates and taxes

Legal and professional

Travelling, conveyance and entertainment
Depreciation

Amortization

Postage and communication

Training and development cost

Others

Work-in-process

Opening

Closing

Cost of goods manufactured
Finished goods

Opening

Closing

Physician samples
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24.1
24.2

10.2

448&4.6.1
5.1

81,402
73,073
33,188
14,769
7,863
210,295

5,268,176

199,252

5,467,428
32,336
5,435,092
93,047
5,528,139

2,691,969
422,461
168,852

75,516
56,941
18,667
3,167
25,817
6,913
6,005
1,041
1,438
78,871
367
1,529
81

356

3,559,991

65,668
(72,265)

3,553,394

(6,597)

296,278
(296,322)

(44)
(62,593)

3,490,757

100,457
90,938
62,569

9,640
998

264,602

3,943,576

63,278
4,006,854
31,475
3,975,379
106,373
4,081,752

1,636,392
388,706
120,264

62,747
52,961
29,732
3,097
10,716
6,071
8,517
204
2,508
64,582
263
1,118
727
144

2,388,749

52,716
(65,668)

2,375,797

(12,952)

348,966
(296,278)

52,688
(79,620)

2,348,865



24.1

24.2

25.

25.1

26.

2020 2019
Note  ---------- (Rupees in '000) ----------

Raw and packing materials consumed
Opening stock 434,987 521,759
Purchases 2,964,033 1,549,620

3,399,020 2,071,379
Closing stock (707,051) (434,987)

2,691,969 1,636,392
This includes amount of Rs.10.84 (2019: Rs.9.89) million in respect of staff provident fund.
DISTRIBUTION COSTS
Salaries and benefits 25.1 756,883 666,379
Sales promotion expenses 269,871 236,581
Repair and maintenance 24,498 24,705
Fuel and power 18,373 14,631
ljarah lease rentals 23,994 25,350
Printing and stationery 2,928 3,340
Takaful 3,568 3,508
Allowance for expected credit loss 11.2 20,688 2,710
Postage and communication 6,056 4,810
Rent, rate and taxes 21,489 28,988
Legal and professional 1,487 1,240
Freight charges 85,553 63,185
Training and development cost 83,768 84,620
Depreciation 448&4.6.1 39,167 18,262
Amortization 5.1 612 611
Traveling, conveyance and entertainment 52,518 62,206
Service charges 91,417 21,460
Subscription charges 20,262 15,072

1,523,132 1,277,658
This includes amount of Rs.22.05 (2019: Rs.19.44) million in respect of staff provident fund.
ADMINISTRATIVE EXPENSES
Salaries and benefits 26.1 140,023 144,553
Director’s fee 779 842
Fuel and power 10,566 8,471
ljarah lease rentals 4,503 4,811
Legal and professional 20,498 12,411
Printing and stationery 4,016 2,556
Auditors’ remuneration 26.2 3,102 2,645
Rent, rates and taxes 5,369 5,987
Takaful 1,278 1,162
Repairs and maintenance 18,074 20,359
Postage and communication 3,705 3,379
Depreciation 4.4 9,702 7,063
Amortization 5.1 2,380 2,850
Training and development cost 169 319
Traveling, conveyance and entertainment 1,726 3,307
Others 505 1,194

226,395 221,909
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26.1

26.2

27.

28.

29.

30.

30.1

30.2

This includes amount of Rs.6.44 (2019: Rs.5.89) million in respect of staff provident fund.

Auditors’ remuneration

Annual audit fee of unconsolidated financial statement
Half year review of unconsolidated financial statement

Annual audit fee of consolidated financial statement
Other services and certifications

Out of pocket expenses
Sales tax

OTHER EXPENSES

Sindh Workers’ Profit Participation Fund

Workers’” Welfare Fund

Central Research Fund

Exchange loss - net

Mark-up on Sindh Workers’ Profit Participation Fund

OTHER INCOME
Profit on savings accounts

Gain on disposal of property, plant and equipment
Scrap sales

Exchange gain - net

Others

FINANCIAL CHARGES

Mark up on:

- Diminishing musharakah

- Istisna’a

- Murabaha

- Musharakah running finance
- Right of use assets

Bank charges and commission

TAXATION

Current
Prior
Deferred

18.1

2020

1,170
350
420

665

2,605
286
211

3,102

3,392
1,289
632
2,768
161

8,242

3,174

9,941
1,412

781

2019

1,000
300
400
450

2,150
323
172

2,645

6,651
2,528
1,238

1,510

11,927

725

12,009
1,270
611

12,134

15,308

63,180
24,360
109,094
24,876
9,479

230,989

1,399

232,388

73,932

(26,329)

47,603

6,163

20,053
20,778

39,340

5,070
63,065
11,309

118,784

776

_ 119,560

28,867
(4,919)
(7,774)

16,174

Income tax assessments of the Company have been finalised up to and including the tax year 2019 under the

self assessment scheme.

Provision for current taxation has been made on the basis of turnover tax under section 113 of the Income
Tax Ordinance, 2001. Accordingly, tax expense reconciliation with the accounting loss is not presented.

80



2020 2019

Note  -------—-- (Rupees in '000) ----------
31. BASIC AND DILUTED EARNINGS PER SHARE
Net profit for the year 14,930 106,437
Weighted average number of ordinary shares in issue 39,144 39,144
Basic earnings per share (Rupees) 31.1 0.38 2.72

31.1 There is no dilutive effect on basic earnings per share of the Company.

32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The main risks arising from the Company’s financial instruments are credit risk, liquidity risk, foreign currency
risk, profit rate risk and equity price risk. The Board of Directors reviews and agrees policies for managing each
of these risks which are summarized below:

32.1 Credit risk

Credit risk is the risk which arises with the possibility that one party to a financial instrument will fail to discharge
its obligation and cause the other party to incur a financial loss. Concentrations of credit risk arise 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. Concentrations of credit risk indicate the relative sensitivity of the Company’s performance
to developments affecting a particular industry. The Company's management is regularly conducting detailed
analysis on Sectors/Industries and identify the degree by which the Companies' customers and their businesses
have impacted amid COVID-19.

The maximum exposure to credit risk at the reporting date is:

2020 2019

Trade debts 762,635 580,686
Loans 6,205 8,293
Deposits 173,920 134,163
Other receivables - 10
Bank balances 129,745 142,307

1,072,505 865,459

Credit quality of financial assets
Bank balances

Al+ 127,576 140,247
Al 2,169 2,060
129,745 142,307
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32.2 Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
processes, technology and infrastructure supporting the Company's activities, either internally within the
Company or externally at the Company's service providers, and from external factors other than credit, market
and liquidity risks such as those arising from legal and regulatory requirements and generally accepted standards
of operation behaviour. Operational risks arise from all of the Company's activities.

The Company’s objective is to manage operational risk so as to balance limiting of financial losses and damage
to its reputation while achieving its business objective and generating returns for investors.

Primary responsibility for the development and implementation of controls over operational risk rests with the
management of the Company. This responsibility encompasses the controls in the following areas:

- requirements for appropriate segregation of duties between various functions, roles and responsibilities;
- requirements for the reconciliation and monitoring of transactions;
- compliance with regulatory and other legal requirements;
- documentation of controls and procedures;
- requirements for the periodic assessment of operational risks faced, and the adequacy of controls
and procedures to address the risks identified;
- ethical and business standards;
- risk mitigation, including insurance where this is effective; and
- operational and qualitative track record of the plant and equipment supplier and related service providers.

32.3 Liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due. The
Company applies the prudent risk management policies by maintaining sufficient cash and bank balances and
by keeping committed credit lines. The table below summarizes the maturity profile of the Company's financial
liabilities at the following reporting dates:

2020 i jibeh More than Total
months months one year
--------------------- (Rupees in '000) ---------------------
Long-term financing 5,098 80,581 553,079 638,758
Trade and other payables 297,654 324,165 - 621,819
Accrued profit 22,389 4,586 - 26,975
Short-term borrowings 247,123 636,349 - 883,472
Unclaimed dividend 268 - - 268
572,532 1,045,681 553,079 2,171,292
Less than Three to More than
2019 three twelve one year Total
months months
--------------------- (Rupees in '000) ---------------------
Long-term financing 24,994 73,839 298,760 397,593
Trade and other payables 256,293 219,590 - 475,883
Accrued profit 20,565 3,723 - 24,288
Short-term borrowings 391,964 398,774 - 790,738
Unclaimed dividend 280 - - 280
694,096 695,926 298,760 1,688,782
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July 01, 2019 Cash Flows June 30, 2020

(Rupees in '000)

32.3.1 Changes in liabilities from financing activities

Long-term financing 397,592 241,166 638,758

Short-term borrowings 790,738 92,734 883,472

32.4 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 payables exist due to transactions
in foreign currency. As at the reporting date, the Company is not materially exposed to such risk.

32.5 Return rate risk

Return rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in market return rates. The Company's exposure to the risk of changes in market return rates
mainly relates to the long-term, short term borrowings, murabaha payables and bank deposits.

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

Increase / .
(decrease) In Effect on profit
basi N before tax
asis points
(Rupees in '000)
2020 +100 (14,395)
-100 14,395
2019 +100 (11,305)
-100 11,305
2020 2019
Note ---------- (Rupees in '000) ----------
32.6 Fair value of financial instruments
32.6.1 Financial assets as per statement of financial position
At amortised cost
Trade debts 762,635 580,686
Loans 6,205 8,293
Investment in subsidiary 200,000 100,000
Deposits 173,920 134,173
Bank balances 129,745 142,307
1,272,505 965,459
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2020 2019

Note  -------—-- (Rupees in '000) ----------
32.6.2 Financial liabilities as per statement of financial position

Trade and other payables 621,819 475,883
Unclaimed dividend 268 280
Long-term financing 638,758 397,593
Accrued profit 26,975 24,288
Short-term borrowings 883,472 790,738

2,171,292 1,688,782

32.6.3 Fair values of financial assets and liabilities

32.7

32.8

33.

33.1

(a) Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable
willing parties in an arms length transaction.

The carrying values of all financial assets and liabilities reflected in these unconsolidated financial statements
approximate their fair values.

(b) Fair value estimation

The Company discloses the financial instruments carried at fair value in the statement of financial position
in accordance with the following fair value hierarchy:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (i.e., as prices) or indirectly (i.e., derived from prices).

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
As at June 30, 2020, none of the financial instruments are carried at fair value.
Capital risk management
The Company's objective when managing capital is to safeguard the Company's ability to remain as a going
concern and continue to provide returns for shareholders and benefits for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital. The Company has a long-term debt to equity ratio
of 47.89% (2019: 25.02%) as of the reporting date, which in view of the management is adequate considering
the size of the operations.

Capacity and production

The capacity and production of the Company’s machines are indeterminable as these are multi-product and
involve varying processes of manufacture.

TRANSACTIONS WITH RELATED PARTIES
Related parties of the Company comprise associates, companies with common directorship, directors, key

management personnel and a subsidiary. Transactions and balances outstanding with related parties and
associated undertakings are as follows:
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2020 2019

Transactions during the year

Descriptions Nature of transactions
Key Management Personnel Dividend 23,002 47,283
Non-Executive Directors Meeting fees 779 842
Provident fund Contribution paid 39,338 35,218
Misbah Cosmetics (Private) Limited Investment made 100,000 100,000
(Subsidiary) - 72.53% Expenses incurred and
reimbursement thereon 1,084 3,086

33.2 There are no other related parties with whom the Company had entered into transactions or has arrangement
/ agreement in place.

33.3 The Company carries out transactions with related parties at commercial terms and conditions as per the
Company's policy.

33 REMUNERATION OF CHIEF EXECUTIVE AND DIRECTORS

Executive
Directors

2020 2019 2020 2019 2020 2019 2020 2019
(Rupees in '000)

Chief Executive Executive * Total

Managerial remuneration 20,658 19,128 37,444 34,670 147,891 119,979 205,993 173,777

Bonus - - - 2,421 260 990 260 3,411
Perquisites 107 746 110 381 552 643 769 1,770
Retirement benefits 1,062 1,083 1,924 1,955 12,160 13,187 15,146 16,225
Other benefits 1,623 1,597 2,987 2,900 14,801 15,074 19,411 19,571

23,450 22,554 42,465 42,327 175,664 149,873 241,579 214,754

Number of persons 1 1 2 2 34 29 37 32

34.1 The Chief Executive, Directors and Executives are also provided with free use of Company maintained cars
as per the terms of their employment.

34.2 In addition, meeting fee amounting to total Rs.0.779 (2019: Rs.0.842) million was paid to non-executive
(independent directors) directors for meetings attended during the year. The non-executive (independent

directors) directors are not entitled to any remuneration except meeting fee.

34.3 The number of persons does not include those who resigned during the year but remuneration paid to them
is included in the above amounts.

* These represent officers as prescribed under the Companies Act, 2017.
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2020 2019

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

35. CASH AND CASH EQUIVALENTS
Cash and bank balances 14 129,745 142,578
Musharakah running finance (200,000) (130,000)

(70,255) 12,578

36. NUMBER OF EMPLOYEES
Number of persons employed as at year end were 1,264 (2019: 1,168), the average number of persons
employed during the year were 1,226 (2019: 1,213) and number of person employed in factory as at year end
were 449 (2019: 453).

37. NON-ADJUSTING EVENT AFTER THE REPORTING DATE
The Board of Management in its meeting held on September 21, 2020 proposed (i) a final cash dividend of
Rs. NIL per share amounting to Rs. NIL for approval of the members at the Annual General Meeting to be held
on October 26, 2020.

38. DATE OF AUTHORISATION FOR ISSUE
These financial statements were authorized for issue on September 21, 2020 by the Board of Directors of the
Company.

39. GENERAL

39.1 Figures have been rounded off to the nearest thousand Rupees unless otherwise stated.

39.2 Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of
comparison. However, no significant rearrangement or reclassification has been made in these financial
statements during the current year.

CHIEF FINANCIAL OFFICER CHIEF EXECUTIVE DIRECTOR
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INDEPENDENT AUDITOR'S REPORT

To the members of Macter International Limited

Opinion

We have audited.the annexed consolidated financial statements of Macter International
Limited (the Holding Company) and its subsidiary (the Group), which comprise the
consolidated statement of financial position as at 30 June 2020, and the consolidated
statement of profit or loss, the consolidated statement of comprehensive income, the
consolidated statement of cash flows and the consolidated statement of changes in equity for
the year then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies and other explanatory information.

in our opinion, consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 30 June 2020, and (of) its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with the
accounting and reporting standards as applicable in Pakistan.

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on

these matters. )

n
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Following are the Key audit matters:

Key audit matter | How our audit addressed the key audit matter

1. Existence and valuation of stock in trade

As disclosed in note 9 to the accompanying
consolidated financial statements, the stock
in trade represents 28% of total assets of
the Group. The cost of Work in Process
(WIP) and finished goods is determined at
weighted average manufacturing cost
including a proportion of production
overheads.

We focused on Stock in Trade as itis a
significant portion of Group's total assets
and it requires management judgement in
determining an appropriate costing basis
and assessing its valuation.

We performed a range of audit procedures with
respect to inventory items including, amongst
others, physical observation of inventory
counts, testing valuation methods and their
appropriateness in accordance with the
applicable accounting standards.

We also tested the calculations of per unit cost
of finished goods and WIP and assessed the
appropriateness of management's basis for the
allocation of cost and production overheads.

We also assessed the adequacy of the
disclosures made in respect of the accounting
policies and the inventory balances held by the
Group at the year end.

2. Financing arrangements

As at 30 June 2020, the Group has
outstanding long-term financing facilities
and short-term borrowings amounting to
Rs.694.328 million and Rs.891.231 million
respectively. The Group has obtained the
aforesaid financing for capital expenditures,
investment in subsidiary and working capital
requirements etc. (refer notes 16 and 20).

The Group's key operating / performance
indicators including liquidity, gearing and
finance cost are directly influenced by the
additions to its portfolio of borrowings.
Further, financing arrangements entails
financial and non-financial covenants that
the Group is subject to compliance for.

The accounting treatment and test /
assessment of whether the Group continues
to meet its covenants are significant to our
audit. For such reasons we have identified
this as a key audit matter.

We understood the Group's processes and
assessed the design and operating
effectiveness of controls for recording and
reporting the terms and conditions of financing
agreements and the associated finance costs.

We confirmed directly with the financial
institutions all the outstanding balances as at
the balance sheet date. We assessed the
maturity of the Group's financing to ensure that
loans maturing within the next twelve months
were classified in current liabilities.

We have obtained and reviewed the agreements
to ensure that the Group is in compliance with
all the financial and non-financial covenants.
We inquired from the management with respect
to the future compliance of the covenants to
ensure that there are no potential chances of
non-compliance.

We tested the caiculation of finance cost
recognised in the statement of profit or loss
account.

We also assessed the adequacy of the related
disclosures in the notes to the consolidated
financial statements and ensured they are in
accordance with the terms and conditions
included in the financing agreements.

Ew
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Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsible for the other information. The other information comprises the
information included in the Annual Report, but does not include the consolidated financial
statements and our auditors’ report thereon.

Our opinion on the consolidated 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 consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit or otherwise appears to be materiaily misstated. If, based on the work we have
performed, we conclude fhat there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and the Board of Directors for the Consolidated Financial
Statements

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

In preparing the consolidated financial statements, management is responsible for assessing
the Group’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 liguidate the Group or to cease operations, or has no realistic alternative but to do
so.

The Board of Directors is responsible for overseeing the Group's financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 consolidated financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional
judgment and maintain professional skeptic‘i‘sm throughout the audit. We also:
- "\
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Identify and assess the risks of material misstatement of the consolidated 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 resuiting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s internal control.

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 Group'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 consolidated financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’'s report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

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.

We also provide the Board of Directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

=
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from the matters communicated with the Board of Directors, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse conseguences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditors’ report is Shaikh
Ahmed Saiman.

i { N .

Chartered Accountants
Date: 25 September 2020

Karachi
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT JUNE 30, 2020
Note

ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 4
Intangible assets 5
Long-term loans 6
Long-term deposits 7
Deferred tax asset 8
CURRENT ASSETS
Stores and spares
Stock-in-trade 9
Trade debts 10
Loans and advances 11
Trade deposits, prepayments and other receivables 12
Taxation - net
Cash and bank balances 13
TOTAL ASSETS
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Share capital 14
Reserves
Equity attributable to the owner's of the Holding Company
Non controlling interest
NON-CURRENT LIABILITIES
Deferred liabilities 15
Long-term financing 16
Lease liabilities 17
CURRENT LIABILITIES
Trade and other payables 18
Accrued profit 19
Short-term borrowings 20
Current portion of long-term financing 16
Current portion of lease liabilities 17
Unclaimed dividends
CONTINGENCIES AND COMMITMENTS 21

TOTAL EQUITY AND LIABILITIES

The annexed ngtgs from 1 to 40 form an integral part of these consolidated financial statements.
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2020

1,349,992
60,410
2,065
82,494
46,665

1,541,626

3,767
1,101,269
785,142
91,270
106,759
168,958
139,056

2019

1,248,312
65,218
2,147
74,537
18,396

1,408,610

2,396,221

3,937,847

391,444

667,144

1,058,588
13,956

1,072,544

2,171
841,849
599,532

76,887
76,998
134,045
144,969

203,128
596,243
35,081

1,876,451

3,285,061

391,444

764,552

1,155,996
4,031

1,160,027

834,452

178,459
354,330

990,959
27,474
891,231
98,085
22,834
268

532,789

2,030,851

3,937,847

648,245

25,453
815,751
102,516

280

1,592,245

3,285,061
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Turnover

Cost of sales

Gross profit

Distribution costs
Administrative expenses
Other expenses

Other income
Operating profit
Financial charges

Profit before taxation

Taxation

Net (loss) / profit for the year

Basic and diluted (loss) / earnings per share

Attributable to:

Owners of the Holding Company

Non-controlling interest

Note

24

25

26

27

28

29

30

31

32

FOR THE YEAR ENDED JUNE 30, 2020

2020 2019

5,704,724 4,194,932
(3,575,157) (2,403,621)
2,129,567 1,791,311
(1,656,635) (1,385,500)
(228,331) (223,456)
(8,242) (11,927)
15,308 20,778
251,667 191,206
(243,308) (125,395)
8,359 65,811
(53,994) (22,763)
_ (a5635) 43,048
---------- (Rupees) ----------

(1.17) 6.29
(28,397) 70,262
(17,238) (27,214)

_ (45635 43,048

The annexed notes from 1 to 40 form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2020

2020 2019

Net (loss) / profit for the year (45,635) 43,048
Other comprehensive (loss) / income:
Items that will not be reclassified subsequently to profit or loss

Actuarial (loss) / gain on remeasurement of

defined benefit plans — net of tax (5,928) 2,496
Total comprehensive (loss) / income for the year (51,563) 45,544
Attributable to:

Owners of the Holding Company (34,325) 72,758
Non-controlling interest (17,238) (27,214)
(51,563) 45,544

The annexed notes from 1 to 40 form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustments:
Depreciation
Amortization
Financial charges
Provision for gratuity
Gain on disposal of property, plant and equipment
Provision for slow moving and obsolete stock-in-trade - net
Allowance for expected credit loss

(Increase) / decrease in current assets
Store and spares
Stock-in-trade
Trade debts
Loans and advances
Trade deposits, prepayments and other receivables

Increase / (Decrease) in current liabilities
Trade and other payables

Financial charges paid
Income tax paid
Gratuity paid
Long-term loans
Long-term deposits
Deferred liabilities

Net cash (used in) / generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment
Proceeds from disposal of property, plant and equipment
Additions to intangible assets

Net cash (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid
Issuance cost against right issue
Short-term borrowings obtained / (repaid)
Long-term financing obtained
Long-term lease liabilities

Net cash generated from financing activities

Net decrease in cash and cash equivalents during the year

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents acquired through business combination

Cash and cash equivalents at the end of the year 36

2020

8,359

129,665
6,231
243,308
27,297
(9,941)
17,446

22,641

436,647
445,006

(1,596)
(276,866)
(208,251)

(14,383)

(29,761)
(530,857)

342,702
(188,155)

(241,287)
(115,236)
(16,650)
82
(7,957)
6,154
(374,894)

(118,043)

(157,333)
18,917
(1,423)

(139,839)

(35,230)
(690)
5,480
237,482
(25,073)
181,969

(75,913)
14,969

(60,944)

The annexed notesafrom 1 to 40 form an integral part of these consolidated financial statements.
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2019

65,811

91,040
5,875
125,395
19,183
(12,009)
(19,106)
6,081
216,459
282,270

(308)
55,999
(59,878)
25,328
4,686
25,827

(64,857)
(39,030)

(113,659)
(64,611)
(8,947)
743
(4,425)

(152)

(191,051)

52,189

(157,593)
20,594
(3,954)

(140,953)

(72,417)

62,821
101,658

92,062

3,298
46,995
(35,324)

14,969
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2020

Balance as at July 01, 2018

Non Controlling interest on acquisition
of Subsidiary Company

Final cash dividend at Rs.1.85 per
share for the year ended June 30, 2018

Net profit for the year

Other comprehensive gain

Balance as at June 30, 2019

Balance as at July 01, 2019
Transactions with the owners

Adjustment due to further acquisition
of shares in subsidiary company

Final cash dividend @ Rs.0.90 per
share for the year ended June 30, 2019

Issuance cost against right shares
Net profit for the year

Other comprehensive loss

Balance as at June 30, 2020

Issued, Reserves
subscribed R Non
and paid-up | capital EVeNUe reserves| total |Controlling | Total
shqre reserves | Unappropriated | reserves Interest
capital profit
---------- (Rupees in '000) ----------
391,444 217,808 546,403 764,211 - 1,155,655
. . . - 31,245 31,245
- - (72,417) (72,417) - (72,417)
- - 70,262 70,262 (27,214) 43,048
- - 2,496 2,496 - 2,496
- - 72,758 72,758 (27,214) 45,544
391,444 217,808 546,744 764,552 4,031 1,160,027
391,444 217,808 546,744 764,552 4,031 1,160,027
5 5 (27,460) (27,460) 27,460 5
5 5 (35,230) (35,230) . (35,230)
- - (393) (393) (297) (690)
= = (28,397) (28,397) (17,238) (45,635)
5 5 (5,928) (5,928) . (5,928)
- c (34,325) (34,325) (17,238) (51,563)
391,444 217,308 449,336 667,144 13,956 1,072,544

The annexed notes from 1 to 40 form an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2020

GROUP LEGAL STATUS AND NATURE OF BUSINESS

The Group consist of Macter International Limited ("the Holding Company") and Misbah Cosmetics (Private)
Limited ("the Subsidiary Company"). Brief profile of the Holding Company and the Subsidiary Company is given
below:

1.1 Macter International Limited

1.1.1 The Holding Company was incorporated in Pakistan in 1992 as a private limited Company and was
converted into a public limited Company in 2011. Effective from August 01, 2017 the Company has been
listed on Pakistan Stock Exchange Limited. The geographical location and registered office of the Company
is situated at F-216, S.I.T.E., Karachi.

1.1.2 The principal activity of the Company is to manufacture and market pharmaceutical products.

1.1.3 During the year, the Holding Company acquired an additional 10,000,000 ordinary shares increasing the
holding in voting shares from 56.90% to 72.53% of the subsidiary Company against a cash consideration
of Rs.100 million.

1.2  Misbah Cosmetics (Private) Limited

1.2.1 The Subsidiary Company is a Private Limited Company incorporated in Pakistan on June 09, 2014 under
the Companies Ordinance, 1984. Its registered office is at F-216, S.I.T.E, Karachi.

1.2.2 The principal activity of the Company is selling and distribution of cosmetic products in Pakistan.

1.3  These financial statements denote the consolidated financial statements of the Group. Unconsolidated
financial statements of the Holding Company and its subsidiary have been presented separately.

1.4  Impact of COVID-19 pandemic on these financial statements

The COVID-19 pandemic caused significant and unprecedented curtailment in economic and social
activities during the period from March 2020 in line with the directives of the Government. This situation
posed a range of business and financial challenges to the businesses globally and across various sectors
of the economy in Pakistan. The lockdown, however, excluded companies involved in the business of
necessary consumer supplies.

Impact on Holding Company

Being in an essential industry, the Company's production and distribution facilities have been permitted
by the Government to operate with strict compliance of Standard Operating Procedures (SOPs) issued.
The management has adopted all necessary steps to ensure smooth and adequate continuation of its
business in order to maintain business performance despite slowed down economic activity.

Impact on Subsidiary Company

COVID-19 has adversely impacted the subsidiary on a number of fronts including amongst others,
disruption in growth due to slowdown in economic activity. The Subsidiary Company resumed operations
after the lockdown was subsequently relaxed from the month of May, after implementing all necessary

SOP's to ensure safety of employees.

According to management's assessment, there are no material implications of COVID-19 that require
specific disclosure in these consolidated financial statements.
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2.

BASIS OF PREPARATION

2.1

2.2

23

Statement of compliance

These consolidated financial statements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan. The accounting and reporting standards applicable in
Pakistan comprise of:

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standard
Board (IASB) as notified under the Companies Act, 2017 (the Act); and

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of
Pakistan (ICAP) as are notified under the Companies Act, 2017; and

- Provisions of and directives issued under the Act.

Where provisions of and directives issued under the Act differ from IFRS, the provisions of and directives
issued under the Act have been followed.

Basis of measurement

These consolidated financial statements have been prepared on the basis of historical cost convention,
unless otherwise specifically stated.

Basis of consolidation

Subsidiary is a entity over which the Group has control. Control is achieved when the group is exposed,
or has rights, to variable returns from its involvement with the investee and has ability to affect those
returns through its power over the investee. Generally, there is presumption that a majority of voting
rights result in control.

The Group re-assess whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more elements of control.

Subsidiary is consolidated from the date on which the Group obtains control, and continue to be
consolidated until the date when such control ceases. Income and expenses of a subsidiary acquired or
disposed off during the year are included in profit or loss from the date the Group gains control until the
date the Group ceases to control the subsidiary.

The financial statements of the Subsidiary Company are prepared for the same reporting period as the
Holding Company, using consistent accounting policies. The accounting policies of the Subsidiary Company
have been changed to conform with accounting policies of the Holding Company, where required.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer's
previously held equity interest in the acquiree is remeasured to fair value at the acquisition date; any
gains or losses arising from such remeasurement are recognised in profit or loss.

Identifiable assets acquired, liabilities assumed and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition date, irrespective of the extent of any non-
controlling interest. The excess of cost of acquisition is recorded as goodwill, however, if the cost of
acquisition is less than fair value of the net assets of the subsidiary acquired, the difference is recognised
directly in the profit or loss.
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2.3.1

2.4

After initial recognition, goodwill is measured at cost less accumulated impairment losses, if any. For the
purposes of impairment testing, goodwill acquired in a business combination is, on the acquisition date,
allocated to each of the Group’s cash generating units that are expected to benefit from the combination.
Goodwill is tested annually or whenever there is an indication of impairment exists. Impairment loss in
respect of goodwill is recognised in consolidated statment of profit or loss and is not reversed in future
periods.

The assets, liabilities, income and expenses of the Subsidiary Company are consolidated on a line by line
basis and carrying value of investments held by the Holding Company is eliminated against the Subsidiary
Company's shareholders’ equity in the consolidated financial statements.

Allintra-group balances, transactions and unrealised gains and losses resulting from intra-group transactions
and dividends within the Group are eliminated in full.

Non-controlling interest (NCI) is that part of the net results of operations and of net assets of subsidiary
attributable interest which are not owned by the Group. The Group measures NCI on proportionate basis
of the net assets of Subsidiary Company.

When the ownership of a subsidiary is less than hundred percent, a NCl exists. The NCl is allocated its
share of the total comprehensive income for the year, even if that results in a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the Group loses control over a subsidiary, it derecognises the assets (including goodwill)
and liabilities of the subsidiary, carrying amount of any NCI, cumulative translation differences recognised
in other comprehensive income, and recognises fair value of consideration received, any investment
retained, surplus or deficit in profit and loss, and reclassifies the Holding Company share of components
previously recognised in other comprehensive income to profit and loss account or retained earnings,
as appropriate.

Non-controlling interest in the Subsidiary Company has been calculated as follows:

2020 2019

Non-current assets 18,631 16,608
Current assets 107,503 101,175
Non-current liabilities (51,886) (55,570)
Current liabilities (23,445) (52,862)
Net assets 50,803 9,351
Share of NCl @ 27.47% (2019: 43.11%) 13,956 4,031

Functional and presentation currency

These consolidated financial statements are presented in Pakistani Rupees, which is also the Group's
functional currency.
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2.5

2.5.1

NEW STANDARDS, AMENDMENTS, INTERPRETATIONS AND IMPROVEMENTS EFFECTIVE DURING THE
YEAR

The Group has adopted the following standards, amendments, interpretation and improvements to
International Financial Reporting Standards (IFRSs) which became effective for the current year:

New standards and amendments

IFRS9 Prepayment Features with Negative Compensation (Amendments)
IFRS 14 Regulatory Deferral Accounts

IFRS 16 Leases

IFRS 16 COVID 19 Related Rent Concessions (Amendments)

IAS 19 Plan Amendment, Curtailment or Settlement (Amendments)

IAS 28 Long-term Interests in Associates and Joint Ventures (Amendments)
IFRIC 23 Uncertainty over income tax treatments

Improvements to Accounting Standards Issued by the IASB (2015-2017 cycle)
IFRS 3  Business Combinations - Previously held Interests in a joint operation
IFRS 11 Joint Arrangements - Previously held Interests in a joint operation

IAS 12 Income Taxes - Income tax consequences of payments on financial instruments classified as
equity

IAS 23 Borrowing Costs - Borrowing costs eligible for capitalisation

The adoption of the above standards, amendments and improvements to accounting standards did not
have any material effect on the Group's consolidated financial statements except stated below:

IFRS 16 - Leases

During the period, the Group have adopted IFRS 16 as issued by the International Accounting Standards
Board (IASB) in January 2016.

IFRS 16 supersedes IAS 17 "Leases", IFRIC 4 "Determining whether an Arrangement contains a Lease",
SIC-15 "Operating Leases-Incentives" and SIC-27 "Evaluating the Substance of Transactions Involving the
Legal Form of a Lease". The standard sets out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to account for all leases under a single on-balance sheet
model.

The Group has lease contracts for its Commercial offices and warehouse. Before the adoption of IFRS
16, the Group classified each of its leases (as lessee) at the inception date as an operating lease. In an
operating lease, the leased property was not capitalised and the lease payments were recognised as rent
expense in statement of profit or loss on a straight-line basis over the lease term. Any prepaid rent and
accrued rent were recognised under Trade deposits, short term prepayments and other receivables,
respectively.
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Upon adoption of IFRS 16, the Group initially recognized a lease liability for the obligation to make lease
payments and a right-of-use (RoU) asset for the right to use the underlying asset for the lease term
against a consideration. The lease liability is measured at the present value of the consideration (lease
payments) to be made over the lease term. The lease payments are discounted using the interest rate
implicit in the lease, unless it is not readily determinable, in which case the lessee may use the incremental
rate of borrowing. The RoU asset is initially measured at the present value of lease liability, adjusted for
lease prepayments and borrowing costs.

As permitted by the transitional provisions of IFRS 16, the Group elected not to restate the comparative
figures and not to adjust the opening unappropriated profit. Accordingly, adjustment to the carrying
amount of assets and liabilities were recognised in the current year.

The effect of adoption of IFRS 16 as at July 01, 2019 is as follows:

July 01, 2019
(Rupees in '000)

Increase in RoU asset 82,987
Decrease in trade deposits, short term prepayments and other receivables (7,260)
Increase in total assets 75,727
Increase in lease liability against assets subject to finance lease 75,727

Increase in net assets -
The Group also applied the available practical expedients wherein it:
o Used a single discount rate to a portfolio of leases with reasonably similar characteristics.

. Relied on its assessment of whether leases are onerous immediately before the date of initial
application.

o Excluded the initial direct costs from the measurement of the right-of-use asset at the date of initial
application.

The lease liabilities as at July 01, 2019 can be reconciled to the operating lease commitments as of June
30, 2019 as follows:

(Rupees in '000)

Operating lease commitments as at June 30, 2019 103,930
Weighted average incremental borrowing rate as at July 01, 2019 14.30%
Discounted operating lease commitments as at July 01, 2019 78,394
Less: Commitments relating to short-term leases (2,667)
Lease liabilities as July 01, 2019 75,727
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2.6

Set out below, are the carrying amounts of the Group’s right-of-use assets, lease liabilities and interest
liability and the movements during the period:

RoU asset Lease liability Interest liability

(Rupees in '000)

As at July 01, 2019 82,987 75,727 -
Depreciation expense (23,262) - -
Interest expense - - 9,479
Payments - (27,291) -
As at June 30, 2020 59,725 48,436 9,479

Standards, interpretations and amendments to approved accounting standards that are not yet effective

The following standards, 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 periods

beginning
on after)
IFRS 3 Definition of a Business (Amendments) January 01, 2020
IFRS 3 Business Combinations: Reference to the conceptual
framework (Amendments) January 01, 2022
IFRS 9 / IAS 39 and IFRS 7 - Interest rate benchmark reform (Amendments) January 01, 2020
IFRS 10 Consolidated Financial Statements and IAS 28 Investment in
Associates and Joint Ventures - Sale or Contribution of Assets between
an Investor and its Associate or Joint Venture (Amendment) Not yet finalised
IAS 1 / IAS 8 Definition of Material (Amendments) January 01, 2020
IAS 1 - Classification of liabilities as current or non-current (Amendments) * January 01, 2022
IAS 16 'Property, Plant and Equipment' - Proceeds before intended
use (Amendments) January 01, 2022
IAS 37 - Onerous Contracts — cost of fulfilling a contract (Amendments) January 01, 2022

* The IASB has issued an exposure draft proposing to defer the effective date of the Amendments to
IAS 1 to January 01, 2023.

Improvements to Accounting Standards Issued by the IASB (2018-2020 cycle)

IFRS 9 - Financial Instruments — Fees in the '10 percent’ test for
derecognition of financial liabilities January 01, 2022

IAS 41 - Agriculture — Taxation in fair value measurements January 01, 2022
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2.7

The IASB has also issued the revised Conceptual Framework for Financial Reporting (the Conceptual
Framework) in March 2018 which is effective for annual periods beginning on or after January 01, 2020
for preparers of consolidated financial statements who develop accounting policies based on the Conceptual
Framework. The revised Conceptual Framework is not a standard, and none of the concepts override those
in any standard or any requirements in a standard. The purpose of the Conceptual Framework is to assist
IASB in developing standards, to help preparers develop consistent accounting policies if there is no
applicable standard in place and to assist all parties to understand and interpret the standards.

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

IASB Effective date
(annual periods
beginning
on or after)

Standard
IFRS 1 — First Time adoption of IFRSs 01 January 2004
IFRS 17 — Insurance Contracts 01 January 2021

The Company expects that above new standards will not have any material impact on the Company's
consolidated financial statements in the period of initial application.

Significant accounting judgments and estimates

The preparation of the Group’s consolidated financial statements requires management to make judgments
and estimates that affect the reported amounts of revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities and assets, at the end of the reporting period. However, uncertainty
about these estimates and judgments could result in outcomes that require a material adjustment to the
carrying amount of the asset or liability affected in future periods. The management continually evaluates
estimates and judgments which are based on historical experience and other factors, including expectations
of future events that are believed to be reasonable under current circumstances. Revisions to accounting
estimates are recognized prospectively.

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

Notes
- determining the residual values, useful lives and
impairment of property, plant and equipment / intangible assets 3.1,3.2,3.3,4&5
- valuation of inventories 35&9
- provision for impairment on financial assets 3.11.1&10.2
- provision for tax and deferred tax 3.20,8 & 31
- provision for employee retirement benefits 3.12&15.2
- determining the lease term of contracts with renewal and termination options 3.19
- Estimating the incremental borrowing rate 3.19
- contingencies 21.1
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1

3.2

33

3.4

Property, plant and equipment
Operating fixed assets

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

Depreciation is charged to the statement of profit or loss applying the reducing balance method at the
rates specified in note 4.1 to the consolidated financial statements. Depreciation on additions is charged
from the month asset is available for use and in case of disposal up to the preceding month of disposal.

Maintenance and repairs are charged to statement of profit or loss as and when incurred. Major renewals
and improvements are capitalized when it is probable that respective future economic benefits will flow
to the Group and the assets so replaced, if any, are retired.

Gains or losses on disposals of property, plant and equipment, if any, are recognized in statement of profit
or loss.

The assets residual values, useful lives and depreciation methods are reviewed and adjusted if appropriate,
at each financial year end.

Capital work-in-progress

These are stated at cost less impairment, if any, and represent expenditures incurred and advances made
in respect of specific assets during the construction / installation year. These are transferred to relevant
operating fixed assets as and when assets are available for use.

Right-of-use assets

The Group recognises a right-of-use asset at the commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use assets are measured at cost less any accumulated
depreciation and impairment losses and adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less any lease incentives received. Right-of-use
assets are depreciated on a straight-line basis over the lease term.

Intangible assets

These are stated at cost less accumulated amortization and impairment loss, if any. These are amortized
on a straight line method when assets are available for use at the rates specified in note 5 to the consolidated
financial statements. Amortization is charged from the month when asset is available for use while no
amortization is charged in the month in which an asset is disposed off.

Impairment

The carrying values of the Group’s assets are reviewed at each statement of reporting date to determine
whether there is any indication of impairment. If any such indication exists, the asset’s recoverable amount
is estimated and impairment losses are recognized in the profit or loss account.

Stores and spares

Stores and spare parts, except goods-in transit, are stated at moving average cost less provision for slow

moving / obsolete items. Cost of goods-in-transit includes invoice value plus other costs incurred thereon
up to the statement of financial position date.
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3.5

3.6

3.7

3.8

3.9

Stock-in-trade
These are valued at the lower of cost or net realisable value. Cost is determined as follows:
- Raw and packing material - on moving average basis.

- Finished goods and work in process - at weighted average cost of purchases and
applicable manufacturing expenses

- Stock-in-transit - Valued at cost comprising invoice value plus
other charges paid thereon up to the reporting date.

Loans, advances, deposits, prepayments and other receivables

Loans, advances, deposits, prepayments and other receivables are stated initially at fair value and
subsequently measured at amortised cost using the effective interest rate method.

Exchange gains or losses arising in respect of deposits, advances and other receivables in foreign currency
are added to their respective carrying amounts and charged to statement of profit or loss, if any.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, with banks in current and deposit accounts, demand draft
and running finance under mark-up arrangements. Running finances under mark-up arrangements are
shown within short-term borrowings under current liabilities on the statement of financial position.

Long-term and short-term borrowings

These are recorded at the proceeds received. Installments due within one year are shown as a current
liability and mark-up on borrowings is charged to profit or loss as an expense, on accrual basis.

Trade and other payables

Liabilities for trade and other payables 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.

3.10 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity.

i) Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition and subsequently measured at amortised cost, fair
value through other comprehensive income (FVOCI) or fair value through profit or loss (FVPL).
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The classification of financial assets at initial recognition depends on the financial asset’s contractual cash
flow characteristics and the Group’s business model for managing them. With the exception of trade
receivables, the Group initially measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction costs. Trade receivables are measured at the
transaction price determined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or FVOCI, it needs to give rise
to cash flows that are Solely Payments of Principal and Interest (SPPI) on the principal amount outstanding.
This assessment is referred to as the SPPI test and is performed at an instrument level. The Group’s business
model for managing financial assets refers to how it manages its financial assets in order to generate cash
flows. The business model determines whether cash flows will result from collecting contractual cash flows,
selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e.,
the date that the Group commits to purchase or sell the asset.

Subsequent measurement

For purposes of subsequent measurement, the Group classifies its financial assets into following categories:

e Financial assets at amortised cost (debt instruments);

e Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses
upon derecognition (equity instruments); and

e Financial assets at fair value through profit or loss.
Financial assets at amortised cost (debt instruments)
The Group measures financial assets at amortised cost if both of the following conditions are met:

e The financial asset is held within a business model with the objective to hold financial assets in order
to collect contractual cash flows; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method
and are subject to impairment. Gains and losses are recognised in profit or loss when the asset is
derecognised, modified or impaired.

Financial assets designated at FVOCI (equity instruments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity
instruments designated at FVOCI when they meet the definition of equity under IAS 32 'Financial Instruments:
Presentation' and are not held for trading. The classification is determined on an instrument-by-instrument
basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised
as other income in profit or loss when the right of payment has been established, except when the Group
benefits from such proceeds as a recovery of part of the cost of the financial asset, in which case, such
gains are recorded in OCI. Equity instruments designated at fair value through OCI are not subject to
impairment assessment.
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Financial assets at FVPL

Financial assets at FVPL include financial assets held for trading, financial assets designated upon initial
recognition at FVPL, or financial assets mandatorily required to be measured at fair value. Financial assets
are classified as held for trading if they are acquired for the purpose of selling or repurchasing in the near
term. Financial assets with cash flows that are not SPPI are classified and measured at fair value through
profit or loss, irrespective of the business model. Notwithstanding the criteria for debt instruments to be
classified at amortised cost or at FVOCI, as described above, debt instruments may be designated at FVPL
on initial recognition if doing so eliminates, or significantly reduces, an accounting mismatch.

Financial assets at FVPL are carried in the statement of financial position at fair value with net changes in
fair value recognised in profit or loss.

This category also includes derivative instruments and listed equity investments which the Group had not
irrevocably elected to classify at FVOCI. Dividends on listed equity investments are also recognised as other
income in profit or loss when the right of payment has been established.

The Group has not designated any financial asset as at FVPL.
Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial
position) when:

e The rights to receive cash flows from the asset have expired, or

e The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement? and either (a) the Group has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership.

When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the Group continues to recognise the transferred asset to the extent of
its continuing involvement. In that case, the Group also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Group could be required to repay.

ii) Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at FVPL, loans and borrowings,
trade payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

108




All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

Subsequent measurement
Financial liabilities at FVPL

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss. Gains or losses on
liabilities held for trading are recognised in profit or loss. Financial liabilities designated upon initial
recognition at fair value through profit or loss are designated at the initial date of recognition, and only
if the criteria in IFRS 9 are satisfied. The Group has not designated any financial liability as at FVPL.

Financial liabilities at amortized cost

After initial recognition, borrowings and payables are subsequently measured at amortized cost using the
EIR method. Gains and losses are recognised in profit or loss when the liabilities are derecognised as well
as through the EIR amortisation process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in profit or loss.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer the
settlement of the liability for at least twelve months after the reporting date. Exchange gains and losses
arising in respect of borrowings in foreign currency are added to the carrying amount of the borrowing,
if any.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the derecognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognised in profit or loss.

iii) Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated
statement of financial position if there is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.
3.11 Impairment
3.11.1 Impairment of financial assets
Financial assets covered under IFRS 9
The Group recognises an allowance for expected credit losses (ECL) for all debt instruments not
held at fair value through profit or loss. ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the cash flows that the Group expects to
receive, discounted at an approximation of the original effective interest rate. The expected cash

flows will include cash flows from the sale of collateral held or other credit enhancements that are
integral to the contractual terms.
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ECL is recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12-months (a 12-month ECL). For those credit
exposures for which there has been a significant increase in credit risk since initial recognition, a
loss allowance is required for credit losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

For all financial assets the Group applies a simplified approach where applicable in calculating ECL.
Therefore, the Company does not track changes in credit risk, but instead recognises a loss allowance
based on lifetime ECL at each reporting date. The Group has established a provision matrix for large
portfolio of customer having similar characteristics and default rates based on the credit rating of
customers from which receivables are due that is based on the Group’s historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and the economic environment.

The Group considers a financial asset in default depending on the past due days of various categories
of its financial assets. However, in certain cases, the Group may also consider a financial asset to
be in default when internal or external information indicates that the Group is unlikely to receive
the outstanding contractual amounts in full before taking into account any credit enhancements
held by the Group. A financial asset is written off when there is no reasonable expectation of
recovering the contractual cash flows.

3.11.2 Non-financial assets

The carrying amounts of non-financial assets are assessed at each reporting date to ascertain
whether there is any indication of impairment. If such an indication exists, the asset's recoverable
amount is estimated to determine the extent of impairment loss, if any. An impairment loss is
recognised, as an expense in profit or loss. The recoverable amount is the higher of an asset's fair
value less cost to disposal and value in use. Value in use is ascertained through discounting of the
estimated future cash flows using a discount rate that reflects current market assessments of the
time value of money and the risk specific to the assets for which the estimate of future cash flow
have not been adjusted. For the purpose of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units).

An impairment loss is reversed if there is a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the asset's carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation,
if no impairment loss had been recognised previously. Reversal of an impairment loss is recognised
immediately in profit or loss.

3.12 Employee retirement benefits
Defined benefit plan
The Group operates an unfunded gratuity scheme covering all eligible permanent employees. Provision
is made on the basis of actuarial recommendations. The latest actuarial valuation is carried out as at June
30, 2020 using the Project Unit Credit Method.
Defined contribution plan
The Group operates a provident fund plan for all permanent management employees. Contribution is
made to the fund equally by the company and the employees at the rate of 8.33% of basic and / or gross
salary, as per the respective entitlement grades.

3.13 Revenue recognition
The Group recognises revenue at a point in time when control of product is transferred to customer.

Control, depending on contractual terms, is considered to be transferred either when the product is directly
uplifted by customer from factory premises or when it is delivered by the Company at customer premises.
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The Group generally enters into an agreement with its customers for supply of its products, including
delivery of product. As the transportation of product coincides with actual delivery, sale of product and
transportation is considered single performance obligation. The credit limits in contract with customers
varies depending on the terms of specific contract.

3.14 Other income
Other income is recognized on accrual basis.

Income on bank deposit is accrued on a time proportioned basis by reference to the principal outstanding
and applicable rate of return.

3.15 ljarah lease rentals

Leases under Shariah compliant ljarah contracts, where significant portion of the risk and reward of
ownership is retained by the lesser, are classified as ljarah. Rentals under these arrangements are charged
to statement of profit or loss on straight line basis over the lease term.

ljarah rentals directly attributable to the acquisition or construction of an asset are capitalized as part of
the cost of the respective assets.

3.16 Foreign currency translations

Transactions in foreign currencies are recorded in Pakistan Rupees (functional currency) at the rates of
exchange approximating those prevalent on the date of transaction. Monetary assets and liabilities in
foreign currencies are reported in Pakistan rupees at the rate of exchange prevailing on the reporting date.
Exchange gains or losses are taken to the statement of profit or loss.

3.17 Provisions
Provisions are recognized when the Group has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed
at each reporting date and adjusted to reflect the current best estimate.

3.18 Government Grant
Government grants are recognised where there is reasonable assurance that the grant will be received,
and all attached conditions will be complied with. As the grant relates to an expense item, it is recognised
as income on a systematic basis over the periods that the related costs, for which it is intended to
compensate, are expensed.

3.19 Lease liabilities

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

Group as a lessee
The Group applies a single recognition and measurement approach for all leases, except for short-term

leases and leases of low-value assets. The Group recognises lease liabilities to make lease payments and
right-of-use assets representing the right to use the underlying assets.
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Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for terminating the lease, if the termination option is reasonably certain
to be exercised. Variable lease payments that do not depend on an index or a rate are recognised as
expenses (unless they are incurred to produce inventories) in the period in which the event or condition
that triggers the payment occurs. In calculating the present value of lease payments at the lease
commencement date, the Group uses the interest rate implicit in the lease. In case where the interest rate
implicit in the lease is not readily determinable, the Group uses its incremental borrowing rate. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured
if there is a modification, a change in the lease term, a change in the lease payments or a change in the
assessment of an option to purchase the underlying asset.

Short-term leases

The Group applies the short-term lease recognition exemption to its short-term leases of premises (i.e.,
those leases that have a lease term of 12 months or less from the commencement date and do not contain
a purchase option). Lease payments on short-term leases are recognised as expense on a straight-line basis
over the lease term.

Determining the lease term of contracts with renewal and termination options

The Group determines the lease term as the non-cancellable term of the lease, together with any periods
covered by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered
by an option to terminate the lease, if it is reasonably certain not to be exercised.

The Group has several lease contracts that include extension and termination options. The Group applies
judgement in evaluating whether it is reasonably certain whether or not to exercise the option to renew
or terminate the lease. That is, it considers all relevant factors that create an economic incentive for it to
exercise either the renewal or termination. After the commencement date, the Group reassesses the lease
term if there is a significant event or change in circumstances that is within its control that affects its ability
to exercise or not to exercise the option to renew or to terminate.

Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its incremental
borrowing rate (‘IBR’) to measure lease liabilities. The IBR is the rate of interest that the Group would have
to pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset
of a similar value to the right-of-use asset in a similar economic environment.

3.20 Taxation
Current
Provision for current taxation is based on the taxable income for the year determined in accordance with
the prevailing law for taxation on income. The charge for current tax is calculated using prevailing tax rates.
The charge for current tax also includes adjustments for prior years or otherwise considered necessary

for such years. Current tax is charged to profit or loss except to the extent it relates to items recognised
in in other comprehensive income.
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Deferred

Deferred tax is provided, using the liability method, on all temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

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

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the deferred
tax asset to be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the assets are realized or the liabilities are settled, based on tax rates (and tax laws) that have been
enacted or subsequently enacted at the reporting date. Deferred tax is charged or credited to statement
of profit or loss except to the extent it relates to items recognized in other comprehensive income.

Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognized in the consolidated financial statements in the
period in which these are approved.

3.21 Earnings per share

The Group presents basic and diluted earning per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined by
adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

3.22 Segment Reporting

Segment reporting Is based on the operating (business) segments of the Group. An operating segment is
a component of the Group that engages in business activities from which it may earn revenue and incur
expenses. An operating segment's operating results are reviewed regularly by the Chief Operating Decision
Maker (CODM) to make decision about resources allocated to the segment and assess its performance
and for which discrete financial information is available.

Segment results that are reported to the Chief Executive include items directly attributable to a segment.

2020 2019
Note -------m-- (Rupees in '000) ----------
PROPERTY, PLANT AND EQUIPMENT
Operating fixed assets 4.1 1,263,777 1,216,837
Capital work-in-progress 4.5 26,490 31,475
Right-of-use assets 4.6 59,725 -
1,349,992 1,248,312
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4.4 Depreciation charge for the year on operating

4.5

4.6

fixed assets has been allocated as follows:

Cost of sales
Distribution cost
Administrative expenses

Capital work-in-progress

2020

Opening balance

Capital expenditure incurred / advances made
Transfer to operating fixed assets

Closing balance

2019

Opening balance

Capital expenditure incurred / advances made
Transfer to operating fixed assets

Closing balance

Right-of-use assets

As at July 01, 2019

Cost (Impact of initial application of IFRS 16)
Accumulated depreciation

Net book value

Year ended June 30, 2020
Opening net book value
Additions during the year
Depreciation for the year
Closing net book value

As at June 30, 2020

Cost

Accumulated depreciation
Net book value

2020 2019
Note  ---—----—-- (Rupees in '000) ----------
25 75,131 64,582
26 21,570 19,395
27 9,702 7,063
106,403 91,040
. Leasehold Plant and
Civil works land machinery Others Total
---------------------- (Rupees in '000) ---------=---==-------
683 2,050 28,427 315 31,475
4,015 4,956 47,926 3,115 60,012
(4,698) - (59,355) (944) (64,997)
- 7,006 16,998 2,486 26,490
Civil works Leasehold PIant_and Others Total
land machinery
---------------------- (Rupees in '000) ----------------------
79,687 4,000 150,207 4,886 238,780
24,913 2,700 42,292 2,876 72,781
(103,917) (4,650)  (164,072) (7,447)  (280,086)
683 2,050 28,427 315 31,475
2020 2019
Note ---—----—-- (Rupees in '000) ----------
25.1 82,987 -
82,987 -
82,987 -
4.6.1 (23,262) -
59,725
82,987 -
(23,262) -
59,725 -
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2020 2019

4.6.1Depreciation charge for the year on right-of-use assets has been allocated as follows:

5.1

5.2

Cost of sales
Distribution cost

INTANGIBLE ASSETS

Cost Amortization
As at July Additions As at As at July Charge Asat Net book Amortization
2020 01, 2019 during the June 30, 01,2019 forthe June30, valueasat rate % per
year 2020 year 2020 June 30,2020 annum
(Rupees in '000)
Goodwill 4,632 = 4,632 - - = 4,632 =
Brand "MMM" 54,127 - 54,127 2,030 2,706 4,736 49,391 5
Software licenses 22,474 1,423 23,897 15,170 2,927 18,097 5,800 20-33
SAP ERP 41,802 - 41,802 40,617 598 41,215 587 20
Manufacturing
and distribution rights 20,000 - 20,000 20,000 - 20,000 - 20
143,035 1,423 144,458 77,817 6,231 84,048 60,410
Cost Amortization
As at July Additions As at As at July Charge Asat Net book Amortization
2019 01, 2018 during the June 30, 01,2018 forthe June30, valueasat rate % per
year 2019 year 2019 June 30,2019 annum
(Rupees in '000)
Goodwill - 4,632 4,632 - - - 4,632 -
Brand "MMM" - 54,127 54,127 - 2,030 2,030 52,097 5
Software licenses 17,806 4,668 22,474 11,540 3,630 15,170 7,304 20-33
SAP ERP 41,802 - 41,802 40,019 598 40,617 1,185 20
Manufacturing
and distribution rights 20,000 - 20,000 20,000 - 20,000 - 20
79,608 63,427 143,035 71,559 6,258 77,817 65,218
2020 2019
Note ---------- (Rupees in '000) ----------
Amortization charge for the year has been allocated as follows:
Cost of sales 25 367 263
Distribution cost 26 3,418 5,782
Administrative expenses 27 2,446 2,900
6,231 8,945

25 3,740 ]
26 19,522 -
23,262 -

Impairment testing of goodwill

The Group has performed its annual impairment test on the following cash generating unit as at June 30, 2020:
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Misbah Cosmetics (Pvt.) Ltd. (MCPL)

Goodwill acquired through business combinations have been allocated to the Subsidiary Company and monitored
at Group level.

The recoverable amount is determined based on a value-in-use calculation using cash flow projections from
financial budgets approved by the senior management covering a ten year period and applying the expected
value approach. The discount rate applied to cash flow projections is 15.59% for goodwill impairment testing.
The growth rate used to extrapolate the cash flows beyond the ten year period is 5%. As a result of this analysis,
the management did not identify any impairment for the cash generating unit to which goodwill of Rs.4.63
million are allocated.

Key assumptions used in value-in-use calculations
The calculation of value-in-use is most sensitive to the following assumptions:

- Discount rates
- Key business assumptions

Discount rates

The discount rate reflects current market assessment of the rate of return required for the business and is
calculated using the Capital Asset Pricing Model (CAPM). The discount rate reflects the opportunity cost of
capital - which is cost of equity using CAPM.

Key business assumptions

These assumptions are based on industry data for growth rates, management assess how the unit’s position,
relative to its competitors, might change over the projected period. Management expects revenues and margins
to improve on the basis of multiple strategies planned including increase in sales volume and price.

Sensitivity to changes in assumptions

Management believes that after considering the various scenarios no reasonably possible change in any of the
above key assumptions would cause the carrying value of the unit to materially exceed its recoverable amount.

2020 2019
Note ---------- (Rupees in '000) ----------
LONG-TERM LOANS - secured, considered good
Due from:
- Executives* 1,536 1,746
- Other employees 4,669 6,547
6.1 6,205 8,293
Less: Current portion
- Executives (514) (1,531)
- Other employees (3,626) (4,615)
11 (4,140) (6,146)
2,065 2,147
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6.1

8.1

These represent markup free loans to executives and employees for purchase of motor cars, motor cycles, house
building, umrah and others, in accordance with the Group’s policy. These loans are secured against the final
settlement of respective employees and are recoverable in monthly installments over a period of one months
to fifty five months, these loans are mark-up free and secured against retirement benefits of respective employees.

Long term loans have been carried at cost as the effect of carrying these balances at amortised cost would not
be material in the overall context of these consolidated financial statements.

* These represent officers as prescribed under the Companies Act, 2017.

2020 2019
Note ---------- (Rupees in '000) ----------
LONG-TERM DEPOSITS
ljarah lease rentals 36,097 34,878
Diminishing musharakah 41,669 35,386
Utilities 4,033 3,473
Rent 695 800
82,494 74,537
DEFERRED TAX ASSET
Deductible temporary differences in respect of:
Provisions for:
- impairment on slow moving and obsolete items 11,148 7,816
- impairment on trade debts 22,857 18,064
- retirement and other service benefits 40,487 38,309
Lease liabilities 16,190 -
Minimum tax 76,472 58,248
Others 14,386 12,444
181,540 134,881
Less: Taxable temporary differences
Right-of-use assets (16,696) -
Accelerated tax depreciation (118,179) (116,485)
8.1 46,665 18,396
Movement in deferred tax asset - net is as follows:
Balance at beginning of the year 18,396 7,782
Impact of change in accounting policy - 3,837
Balance at beginning of the year 18,396 11,619
- recognized in profit or loss 26,329 7,774
- recognized in other comprehensive loss 1,940 (997)
Balance at end of the year 46,665 18,396
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2020 2019

Note  -------—-- (Rupees in '000) ----------
9. STOCK-IN-TRADE

In hand
- raw materials 472,026 264,024
- packing materials 235,025 170,963
- work-in-process 72,265 65,668
- finished goods 357,075 361,668
9.1 1,136,391 862,323
Less: Provision for slow moving and obsolete items 9.3 (44,822) (27,376)
1,091,569 834,947
In transit 9.2 9,700 6,902
1,101,269 841,849

9.1 This includes items costing Rs.3.12 million (2019: Rs.10.17 million) which have been valued at their net realizable
value of Rs.2.40 million (2019: Rs.7.76 million).

This includes stock which is pledged with various banks against short-term borrowings as disclosed in note 20
to these consolidated financial statements.

9.2 Stock in transit includes raw material of Rs.2.27 million (2019: Rs.3.18 million), packing material of Rs.0.03
million (2019: Rs.0.47 million) and finished goods of Rs.7.39 million (2019: Rs.3.26 million).

2020 2019
Note -------—-- (Rupees in '000) ----------
9.3 Provision for slow moving and obsolete items
Opening balance 27,376 46,482
Charge for the year 30,761 10,716
Write off during the year (13,315) (29,822)
Closing balance 44,822 27,376
10. TRADE DEBTS - unsecured
Considered good 10.1 785,142 599,532
Considered doubtful 91,056 68,415
Trade debts - gross 876,198 667,947
Allowance for expected credit loss 10.2 (91,056) (68,415)
Trade debts - net 10.3 785,142 599,532

10.1 These trade debts include Rs.31.691 million (2019: Rs.3.262 million) representing receivable against export sales
to Africa and Asia amounting to Rs.22.445 million (2019: Rs.0.608 million) and Rs.9.246 million (2019: Rs.2.654
million) respectively.
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2020 2019

10.2 Allowance for expected credit loss

The movement in allowance for expected credit loss during the year is as follows:

Balance at beginning of the year 68,415 62,334
Provision recognised during the year 25,144 6,081
Write offs during the year (2,503) -
22,641 6,081
Balance at end of the year 91,056 68,415

10.3 This includes receivable from a related party - Depilex (Private) Ltd. The maximum aggregate amount outstanding
during the year was Rs. 2.33 million (2019: Rs. 2.32 million).

10.4 As at June 30, 2020, trade debts aggregating to Rs.466 (2019: Rs.284) million are neither past due nor impaired.
The remaining debts aggregating to Rs.319 (2019: Rs.316) million are past due but not impaired. The ageing

analysis of these past due trade debts is as follows:

Trade debts

Neither past due nor impaired 465,773 283,650
Past due but not impaired:
- within 30 days 119,304 93,394
- within 31 to 90 days 84,345 71,687
- within 91 to180 days 55,771 9,521
- within 181 to 360 days 31,044 22,917
- over 360 days 28,905 118,363
785,142 599,532

11. LOANS AND ADVANCES - considered good

Current portion of long term loans 6 4,140 6,146

Advances to:

- employees 11.1 6,007 15,784

- suppliers 81,108 54,740

- others 15 217
87,130 70,741
91,270 76,887

11.1 Advances to employees are provided to meet business expenses and are settled as and when the expenses are
incurred.

122




12. TRADE DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES

Deposits
ljarah lease rentals
Diminishing musharakah
Margin against bank guarantees
Tender deposits
Others

Prepayments
Rent
Software license
Takaful
Machine and equipments
Fees, rates and taxes

Other receivables
Profit on savings account
Others

13. CASH AND BANK BALANCES
Cash in hand

Balances with banks in:
- current accounts

- saving accounts 13.1

- dividend account

Cash and bank balances

13.1 These carry profit at the rates ranging from 3.54% to 7.55% (2019: 2.25% to 6.15%) per annum.

14. SHARE CAPITAL

14.1 Authorized share capital
2020 2019

65,000,000 65,000,000 Ordinary shares of Rs.10/- each

14.2 Issued, subscribed and paid up share capital

8,430,868 8,430,868 Issued for cash
30,489,649 30,489,649 Issued as fully paid bonus shares
Issued pursuant to merger
223,834 223,834 with Associated Services Limited
39,144,351 39,144,351
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2020

6,240
5,277
21,975
58,962
450

2019

92,904

5,532
1,362
18,236
34,992
6,711

2,325
798
452
217

66,833

3,792

7,260
2,262
224

221

688
9,375

9,967

10,063

106,759

188
10

56,051
82,737
268

198

76,998

608

139,056

139,056

2020

650,000

84,309
304,897

2,238

391,444

86,236
57,845
280

144,361

144,969

2019

650,000

84,309
304,897

2,238

391,444




15.

15.1

2020 2019

Note  ---------- (Rupees in '000) ----------
DEFERRED LIABILITIES
Advance against motor vehicles 740 688
Government Grant 15.1 6,102 -
Employees' gratuity payable 15.2 196,286 177,771
203,128 178,459
Government Grant
Opening balance - -
Received during the year 14,824 -
Released to the statement of profit or loss - -
Closing balance 14,824 -
Current portion of Government Grant 20 8,722 -
Long-term portion of Government Grant 6,102 -
14,824 -

15.1.1 As mentioned in note 16.5, government grant has been recorded against subsidized rate loan obtained from

15.2

a Islamic bank pursuant to a refinance scheme introduced by State Bank of Pakistan to provide working capital
loan at concessional mark-up rates for businesses to finance salary expense during the COVID-19 outbreak.
The grant is conditional upon the fact that the Holding Company would not terminate any employee, due/owing
to cash flow limitations, for a period of three months from the date of receipt of the first tranche.

Defined benefit plan - unfunded gratuity scheme

The latest actuarial valuation was carried out on June 30, 2020 by an appointed actuary using "Projected Unit
Credit Actuarial Cost Method".

2020 2019

--- Number of Employees ---

The number of employees covered under
the defined benefit scheme are: 474 507

The following principal actuarial assumptions were used for the valuation of above mentioned scheme:
Financial assumptions

- Discount rate (per annum compounded) 8.50% 13.25%
- Salary increase per annum 8.50% 12.25%
Demographic assumptions

- Normal retirement 60 years 60 years
- Mortality rate EFU (61-66) EFU (61-66)
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2020 2019

Liability in balance sheet
Present value of defined benefit obligations 196,286 177,771

Movement in liability during the year

Opening balance 177,771 171,029
Charged to profit and loss account 27,297 19,183
Benefits paid during the year (16,650) (8,947)
Actuarial loss / (gain) recognised in other comprehensive income 7,868 (3,494)
Closing balance 196,286 177,771

Reconciliation of the present value of defined benefit obligations

Present value of defined benefit obligations as at July 01, 2019 177,771 171,029
Current service cost 4,845 4,609
Finance cost 22,452 14,574
Benefits paid (16,650) (8,947)
Actuarial loss / (gain) on obligation 7,868 (3,494)
Present value of defined benefit obligations as at June 30, 2020 196,286 177,771

Charge for the defined benefit plan

Cost recognised in profit and loss

Current service cost 4,845 4,609
Finance cost 22,452 14,574
27,297 19,183

Actuarial loss / (gain) on defined benefit obligation
recognised in other comprehensive income

Actuarial loss / (gain) on defined benefit obligation

- Loss / (gain) due to change in financial assumptions 11,914 (11,478)
- Loss due to change in demographic assumptions - 3,080
- (Gain) / Loss due to change in experience adjustments (4,046) 4,904

7,868 (3,494)
Expected contributions to the fund in the following year 19,993 25,858
Expected benefit payments to retirees in the following year 38,424 38,364
Weighted average duration of the defined benefit obligation (year) 7.80 7.50
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16.

Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant
and calculating the impact on the present value of the defined benefit obligations on various employee benefit
schemes. The increase / (decrease) in the present value of defined benefit obligations as a result of change
in each assumption is summarized below:

2020 2019

Increase in discount rate by 1% (12,300) 10,159
Decrease in discount rate by 1% 14,002 (11,478)
Increase in expected future increment in salary by 1% 13,866 11,478
Decrease in expected future increment in salary by 1% (12,408) (10,331)

Comparison for Five Years

As at June 30, 2020 2019 2018 2017 2016
(Rupees in '000)

Defined benefit obligation 196,286 177,771 171,029 165,514 140,780

Experience adjustment (gain) / loss on
obligation (as percentage of
plan obligations) -2.06% 2.76% 0.67% 16.19% (4.80%)

2020 2019

LONG-TERM FINANCING

Loan from a related party 16.1 55,570 59,254

Diminishing musharakah on:

- leasehold land and buildings 16.2 152,500 76,263
- plant and machinery 16.3 217,681 253,727
- vehicles 16.4 97,221 67,602
- salaries and wages 16.5 171,356
694,328 456,846
Less: Current maturity shown under current liabilities (98,085) (102,516)
596,243 354,330
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16.1

16.2

16.3

16.4

16.5

17.

This represents loan obtained from one of the director of the Holding Company, under mark-up arrangements.
It carries profit at 90 days average of 12 Months KIBOR for 3rd calendar Quarter-2019 which is fixed for the
period as 12.30% per annum. (2019: 90 days average of 12 months KIBOR for 3rd calendar Quarter-2018 which
was fixed for the period as 7.05% per annum). The profit is payable on monthly basis.

These facilities have been obtained from Meezan Bank Limited for different lands. These carry mark-up at the
rate of 6 Months KIBOR plus 1.25% to 1.50% (2019: KIBOR plus 1.25% to 2.00%) per annum and having maturity
till May 2025 (2019: August 2022). These facilities are secured against the respective assets.

The Holding company obtained 12 month deferral against principal repayment effective from May 2020 under
SBP Regulatory Relief to dampen the effects of Covid -19 - Prudential Regulations for Corporate / Commercial
Banking through its circular BPRD Circular Letter No. 13 of 2020 dated March 26, 2020.

These facilities have been obtained from First Habib Modaraba, Dubai Islamic Bank and MCB Islamic Bank for
different machineries. These carry mark-up at the rates of 6 Months KIBOR plus 1.25% to 2.00% (2019: KIBOR
plus 1.40% to 2.00%) per annum and having maturity till March 2025 (2019: September 2024). These facilities
are secured against the respective assets.

The Holding company obtained 12 month deferral against principal repayment from MCB Islamic Bank effective
from June 2020 under SBP Regulatory Relief to dampen the effects of Covid -19 - Prudential Regulations for
Corporate / Commercial Banking through its circular BPRD Circular Letter No. 13 of 2020 dated March 26,
2020.

These facilities have been obtained from First Habib Modaraba and Albaraka Bank (Pakistan) Limited. These
carry mark-up at the rates of 6 Months KIBOR plus 1.00% to 1.40% (2019: KIBOR plus 1.25% to 1:50%) per
annum and are having maturity till January 2026 (2019: December 2023). These facilities are secured against
the respective assets.

The Holding company obtained 12 month deferral against principal repayment from Albaraka Bank (Pakistan)
Limited effective from May 2020 under SBP Regulatory Relief to dampen the effects of Covid -19 - Prudential
Regulations for Corporate / Commercial Banking through its circular BPRD Circular Letter No. 13 of 2020 dated
March 26, 2020.

During the period, the Holding Company utilized Rs.186 million against Islamic Refinance Scheme for Payment
of Wages & Salaries to the Workers and Employees of Business Concerns issued by SBP under Covid-19 relief
package through its circular IH&SMEFD Circular No. 07 dated April 10, 2020 issued . This carries mark-up at
the subsidised rate of 3% and is repayable latest by December 2022. The differential mark-up has been
recognised as government grant (as mentioned in note 15.1) which will be amortised to mark-up income over
the period of facility. The existing equitable mortgage charge over company properties E-40/A & Neclass no
158 of Deh Tore, Tapo Konkar, Gadap Town, District Malir, Karachi with 25% margin in favor of the bank.

2020 2019
Note  ---eeeeee (Rupees in '000) ----------
LEASE LIABILITIES
Lease liabilities 57,915 -
Current portion of lease liabilities (22,834) -
35,081 -
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17.1

17.2

18.

18.1

18.2

Reconciliation of the carrying amount is as follows:

Initial application of IFRS 16 on July 01, 2019

Additions during the year

Accretion of finance cost

Lease rental payments made during the year
Lease Liability as at June 30, 2020

Current portion of lease liabilities

Long-term lease liabilities as at June 30, 2020

Maturity analysis

Gross lease liabilities - minimum lease payments:
Not later than one year
Later than one year but not later than five years

Future finance charge
Present value of finance lease liabilities

TRADE AND OTHER PAYABLES

Trade and other creditors

Advances from customers

Accrued liabilities

Provision for gas infrastructure development cess
Sindh Workers’ Profit Participation Fund
Workers’ Welfare Fund

Central Research Fund

Payable to provident fund

Current portion of government grant
ljarah rental payable

Auditors' remuneration

Withholding taxes payable

Others

Provision for gas infrastructure development cess
Opening balance

Charge for the year

Sindh Workers' Profit Participation Fund

Opening balance

Markup thereon

Charge for the year

Less: Payments made during the year
Closing balance
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18.1
18.2
18.3

18.4
15.1

2020

75,727

9,479
(27,291)
57,915
(22,834)
35,081

29,430
44,542
73,972

(16,057)
57,915

616,215
131,760
93,378
82,792
3,392
23,014
632
3,319
8,722
9,426
2,406
7,650
8,253
990,959

66,795
15,997
82,792

2,852
161
3,392
6,405
(3,013)
3,392

2019

358,597
115,334
53,085
66,795
2,852
21,725
1,238
3,302

4,591
2,363
9,651
8,712

648,245

54,150
12,645

66,795

17,393
1,510

6,651

25,554
(22,702)

2,852




18.3 Workers’ Welfare Fund

Prior to certain amendments made through the Finance Acts of 2006 and 2008, Workers' Welfare Fund (WWF)
was levied at 2% of the total income assessable under the Income Tax Ordinance, 2001 excluding incomes
falling under the Final Tax Regime (FTR). Through Finance Act, 2008, an amendment was made in Section 4(5)
of the WWF Ordinance, 1971 (the Ordinance) whereby WWF liability is applicable at 2% of the higher of the
profit before taxation as per the accounts or declared income as per the return.

Aggrieved by the amendments made through the Finance Act, 2008, certain stakeholders filed petition against
the changes in the Honorable Lahore High Court which struck down the aforementioned amendments to the
WWF Ordinance in 2011. However, the Honorable High Court of Sindh in the year 2013 did not accept the
above arguments and declared the amendments made through Finance Act as valid. Both these decisions
were later challenged in the Honorable Supreme Court of Pakistan (SCP).

The Honorable SCP passed a judgment on November 10, 2016, declaring the insertion of amendments
introduced in the Finance Acts pertaining to WWF as unlawful and thereby striking down such amendments.
However, a petition has been filed in the Honorable SCP for the review of the aforementioned judgement.
In view of the said review petition, the Holding Company on the basis of abundant caution has continued to
provide the amount as per the required provisions.

18.4 Provident fund

18.4.1 General disclosures

The following information is based on the latest un-audited financial statements of the fund:

2020 2019
(Unaudited) (Audited)
Size of the fund 209,047 154,529
Percentage of investments made 93% 94%
Cost of investments 194,511 145,425
Fair value of investments made 184,934 134,776

18.4.2 Break-up of investments

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

2020 2019
(Unaudited) (Audited)

% of % of
Particulars investment  DSDRSE Investment TS ReE

fund fund

(Rupees in '000) (Rupees in '000)
Investment in Equity Collective
Investment Scheme 10,319 6% 10,104 7%
Investment in Other Collective
Investment Scheme 7,667 4% 7,088 5%
Bank balances 46,948 25% 2,584 2%
Others (Special Musharakah
Certificate) 120,000 65% 115,000 85%
184,934 100% 134,776 100%
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18.4.3 Investments of provident fund have been made in accordance with the provisions of section 218 of the Act

19.

20.

20.1

20.2

20.3

21.

21.1

and the rules formulated for this purpose.

2020 2019

ACCRUED PROFIT

Diminishing musharakah 3,009 1,687
Istisna'a 1,212 711
Murabaha 16,990 19,164
Musharakah running finance 6,263 3,891

27,474 25,453

SHORT TERM BORROWINGS - secured

Istisna'a 20.1 45,284 19,511
Musharakah running finance 20.2 200,000 130,000
Murabaha 20.3 645,947 666,240

891,231 815,751

This represents finance facility obtained from Dubai Islamic Bank. This carries profit at the rate of 6 Months
KIBOR plus 1.25% to 1.50% (2019: 6 Months KIBOR plus 1.25%) per annum and having maturity till November
2020 (2019: July 2019). These are secured by way of hypothecation on stock-in-trade and trade debts of the
Holding Company.

These represent finance facility obtained from MCB Islamic Bank. This carries profit at the rate of 3 Months
KIBOR plus 0.85% to 1.25% (2019: 3 months KIBOR plus 0.85% ) per annum and is repayable on demand. These
are secured by way of hypothecation on stock-in-trade and trade debts of the Holding Company.

These represent outstanding murabaha facilities with various Islamic banks for the purpose of purchase of
inventory. These carry profit at the rates ranging from 6 Months KIBOR plus 1.00% to 2.25% (2019: from 3
to 6 Months of KIBOR plus 1.00% to 2.25%) per annum and having maturity till December 2020 (2019:December
2019). These are secured against hypothecation of stock in trade and trade debts of the Group.
CONTINGENCIES AND COMMITMENTS

Contingencies

Holding Company

21.1.1 Certain cases have been filed against the Holding Company by some employees against their termination /

dismissal. If case goes to in favour of employees, Rs.9.53 million (2018: Rs. 7.24 million) may be paid as
remuneration. Provision has not been made in these consolidated financial statements for the said amount
as the management of the Holding Company, based on the advice of its legal counsel handling the subject
cases, is of the opinion that matters shall be decided in the Holding Company’s favour.
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21.1.2 During the year ended June 30, 2015, the Additional Commissioner Inland Revenue (ACIR) framed an order
under section 122(5A) of Income Tax Ordinance, 2001 amounting to Rs.6.399 million for tax year 2013 on
account of disallowance of certain expenses. The Holding Company filed an appeal before the Commissioner
Inland Revenue (Appeals) [CIR (A)] who reverted the case back to the ACIR for re-adjudication. Being aggrieved,
the tax authorities filed an appeal before the Appellate Tribunal Inland Revenue, which is pending adjudication.
The management, based on tax advice, is confident for a favorable outcome, accordingly, no provision is made
in these consolidated financial statements in this respect.

21.1.3 During the year ended June 30, 2020, the Deputy Commissioner Inland Revenue (DCIR) passed demand order
under section 122(1) of the Income Tax Ordinance, 2001 amounting to Rs.28.567 million for the tax year 2014
on account of disallowance of certain expenses. The Holding company filed an appeal before the Commissioner
Inland Revenue (Appeals). The management, based on tax advice, is confident for a favourable outcome,
accordingly no provision is made in these consolidated financial statements in this respect.

Subsidiary Company

21.1.4 There were no contingencies as at June 30, 2020 (2019: Nil).

2020 2019
Note  ---------- (Rupees in '000) ----------
21.2 Commitments
Outstanding letters of credit 147,380 55,641
Outstanding letters of guarantee 115,231 89,667
Commitments for capital expenditure 22,174 43,395

Commitments for ljarah rentals in respect of plant and machinery, motor vehicles and equipment:

2020 - 100,457
2021 83,494 90,938
2022 75,165 62,569
2023 35,280 9,640
2024 15,252 998
2025 7,863 -
217,054 264,602
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22.

22.1

OPERATING SEGMENTS

Local

Export

Toll income
Turnover
Sales tax

Net turnover
Cost of Sales
Gross Profit

Other income
Distribution costs
Administrative expenses
Other expenses

Finance cost

Profit / (loss) before tax
Segments assets
Unallocated Assets

Segment Liabilities

Depreciation and
amortisation charge

Capital expenditure

Holding Subsidiary Group
Company Company
2020 2019 2020 2019 2020 2019
---------------------- (Rupees in '000) --------------==-------

5,268,176 3,943,576 211,098 153,116 5,479,274 4,096,692
199,252 63,278 - - 199,252 63,278
93,047 106,373 - - 93,047 106,373
5,560,475 4,113,227 211,098 153,116 5,771,573 4,266,343
32,336 31,475 34,513 39,936 66,849 71,411
5,528,139 4,081,752 176,585 113,180 5,704,724 4,194,932
(3,490,757) (2,348,865) (84,400) (54,756) (3,575,157) (2,403,621)
2,037,382 1,732,887 92,185 58,424 2,129,567 1,791,311
15,308 20,778 - - 15,308 20,778
(1,523,132) (1,277,658) (133,503) (107,842) (1,656,635) (1,385,500)
(226,395) (221,909) (1,936) (1,547) (228,331) (223,456)
(8,242) (11,927) - - (8,242) (11,927)
(232,388) (119,560) (10,920) (5,835) (243,308) (125,395)
62,533 122,611  (54,174) (56,800) 8,359 65,811
3,757,691 3,210,551 126,133 117,783 3,883,824 3,328,334
- - - - 54,023 56,729
2,789,973 2,016,605 75,330 108,432 2,865,303 2,125,037
131,099 93,631 2,091 1,254 133,190 94,885
301,764 429,107 3,553 8,576 305,317 437,683

Out of total net turnover of the Group, 96.51% (2019: 98.49%) relates to customers in Pakistan. Further, all
non-current assets of the Group as at June 30, 2020 are located in Pakistan.

22.2 Out of total net turnover of the Group, 10.95% (2019: Nil) relates to a single major customer located in Pakistan.
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23.

23.1

23.2

24.

25.

RECONCILIATION OF SEGMENTS ASSETS AND LIABILITIES
Assets

Total Assets for reportable segments
Intangibles - goodwill and brands

Depreciation and amortisation

Total depreciation and amortisation for reportable segments
Amorisation of brand

TURNOVER

Gross sales
Local
Export

Less: Sales tax

Toll manufacturing

COST OF SALES

Raw and packing materials consumed
Salaries, wages and benefits

Fuel and power

ljarah lease rentals

Repairs and maintenance

Laboratory and factory supplies

Takaful

Provision for slow moving and obsolete stock-in-trade
Printing and stationery

Rent, rates and taxes

Legal and professional

Travelling, conveyance and entertainment
Depreciation

Amortization

Postage and communication

Training and development cost

Others

Work-in-process

Opening

Closing
Cost of goods manufactured
Finished goods

Opening

Closing

Physician samples
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2020 2019
Note  -------—-- (Rupees in '000) ----------
3,883,824 3,328,334
54,023 56,729
3,937,847 3,285,061
133,190 94,885
__ 2706 __ 2030
135,896 96,915
5,479,274 4,096,692
199,252 63,278
5,678,526 4,159,970
66,849 71,411
5,611,677 4,088,559
93,047 106,373
5,704,724 4,194,932
25.1 2,761,845 1,717,326
25.2 422,461 388,706
168,852 120,264
75,516 62,747
56,941 52,961
18,667 29,732
3,167 3,097
9.3 30,761 10,716
6,913 6,071
6,005 8,517
1,041 204
1,438 2,508
44&46.1 78,871 64,582
5.1 367 263
1,529 1,118
81 727
356 144
3,634,811 2,469,683
65,668 52,716
(72,265 (65,668)
(6,597) (12,952)
3,628,214 2,456,731
361,667 388,177
(352,131) (361,667)
9,536 26,510
(62,593) (79,620)
3,575,157 2,403,621



25.1

25.2

26.

26.1

27.

Raw and packing materials consumed

Opening stock
Purchases

Closing stock

2020

434,987

3,033,909

3,468,896

(707,051)
2,761,845

2019

521,759
1,630,554
2,152,313

(434,987)
1,717,326

This includes amount of Rs.10.84 million (2019: Rs.9.89 million) in respect of staff provident fund.

DISTRIBUTION COSTS

Salaries and benefits

Sales promotion expenses
Repair and maintenance

Fuel and power

ljarah lease rentals

Printing and stationery

Takaful

Provision for impairment
Postage and communication
Rent, rate and taxes

Legal and professional

Freight charges

Training and development cost
Depreciation

Amortization

Traveling, conveyance and entertainment
Service charges

Subscription charges

26.1

10.2

44&4.6.1

5.1

810,879
324,931
25,103
21,547
26,319
2,928
3,865
24,833
7,886
23,768
1,752
85,942
88,100
41,092
3,418
52,518
91,492
20,262

1,656,635

713,050
271,771
25,103
16,588
27,039
3,340
3,783
6,081
6,318
33,718
1,465
63,650
90,834
19,395
2,712
62,206
23,362
15,085
1,385,500

This includes amount of Rs.22.05 million (2019: Rs.19.44 million) in respect of staff provident fund.

ADMINISTRATIVE EXPENSES

Salaries and benefits
Director’s fee

Fuel and power

ljarah lease rentals

Legal and professional

Printing and stationery
Auditors’ remuneration

Rent, rates and taxes

Takaful

Repairs and maintenance
Postage and communication
Depreciation

Amortization

Training and development cost
Traveling, conveyance and entertainment
Others

27.1

27.2

4.4
5.1
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140,023
779
10,566
4,503
21,043
4,016
3,355
5,943
1,278
18,570
3,705
9,702
2,446
169
1,726
507

228,331

144,553
842
8,471
4,811
12,423
2,556
2,845
6,893
1,162
20,738
3,379
7,063
2,900
319
3,307
1,194
223,456




27.1

27.2

28.

29.

30.

31.

311

This includes amount of Rs.6.44 million (2019: Rs.5.89 million) in respect of staff provident fund.
2020 2019

Auditors’ remuneration

Annual audit fee of unconsolidated financial statement 1,423 1,200
Half year review of unconsolidated financial statement 350 300
Annual audit fee of consolidated financial statement 420 400
Other services and certifications 665 450

2,858 2,350
Out of pocket expenses 286 323
Sales tax 211 172

3,355 2,845

OTHER EXPENSES

Sindh Workers’ Profit Participation Fund 3,392 6,651
Workers” Welfare Fund 1,289 2,528
Central Research Fund 632 1,238
Exchange loss - net 2,768 -
Mark-up on Sindh Workers’ Profit Participation Fund 161 1,510
8,242 11,927

OTHER INCOME

Profit on savings accounts 3,174 725
Gain on disposal of property, plant and equipment 9,941 12,009
Scrap sales 1,412 1,270
Exchange gain - net - 611
Others 781 6,163

12,134 20,053

15,308 20,778

FINANCIAL CHARGES

Mark-up on:
- Loan from a related party 8,583 4,606
- Diminishing musharakah 63,180 39,340
- Istisna’a 24,360 5,070
- Murabaha 111,363 64,230
- Musharakah running finance 24,876 11,309
- Right of use - assets 9,479 -
241,841 124,555
Bank charges and commission 1,467 840
243,308 125,395
TAXATION
Current 80,323 35,456
Prior - (4,919)
Deferred (26,329) (7,774)
53,994 22,763

Income tax assessments of the Group have been finalised up to and including the tax year 2019 under the self
assessment scheme.
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31.2

32.

32.1

33.

33.1

Holding Company

Provision for current taxation has been made on the basis of turnover tax under section 113 of the Income
Tax Ordinance, 2001.

Subsidiary Company

Provision for current taxation has been made on the basis of Minimum tax under section 148 of the Income
Tax Ordinance, 2001.

Accordingly, tax expense reconciliation with the accounting loss is not presented in these consolidated financial
statements.

2020 2019
Note  ---eeomeee (Rupees in '000) ----------
BASIC AND DILUTED (LOSS) / EARNINGS PER SHARE
Net (loss) / profit for the year (45,635) 43,048
Weighted average number of ordinary shares in issue 39,144 39,144
Basic (loss) / earnings per share (Rupees) 32.1 (1.17) 1.10

There is no dilutive effect on basic loss per share of the Group.
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The main risks arising from the Group’s financial instruments are credit risk, liquidity risk, foreign currency
risk, profit rate risk and equity price risk. The Board of Directors reviews and agrees policies for managing each
of these risks which are summarized below:

Credit risk

Credit risk is the risk which arises with the possibility that one party to a financial instrument will fail to
discharge its obligation and cause the other party to incur a financial loss. The Group attempts to control
credit risk by monitoring credit exposures, limiting transactions with specific counterparties and continually
assessing the creditworthiness of counterparties.

Concentrations of credit risk arise 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. Concentrations of credit risk indicate the relative
sensitivity of the Group’s performance to developments affecting a particular industry. The Group's management
is regularly conducting detailed analysis on sectors / industries and identify the degree by which the Group's
customers and their businesses have impacted amid Covid-19.

The maximum exposure to credit risk at the reporting date is:
2020 2019

Trade debts 785,142 599,532
Loans 6,205 8,293
Deposits 175,398 141,370
Other receivables 9,375 10
Bank balances 139,056 144,361

1,115,176 893,566
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33.2

33.3

Credit quality of financial assets

Bank balances
Al+
Al

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
processes, technology and infrastructure supporting the Group's activities, either internally within the Group
or externally at the Group's service providers, and from external factors other than credit, market and liquidity
risks such as those arising from legal and regulatory requirements and generally accepted standards of operation

2020

132,794
6,262

139,056

behaviour. Operational risks arise from all of the Group's activities.

The Group’s objective is to manage operational risk so as to balance limiting of financial losses and damage
to its reputation while achieving its business objective and generating returns for investors.

Primary responsibility for the development and implementation of controls over operational risk rests with

2019

142,185
2,176
144,361

the management of the Group. This responsibility encompasses the controls in the following areas:

- requirements for appropriate segregation of duties between various functions, roles and responsibilities;

- requirements for the reconciliation and monitoring of transactions;

- compliance with regulatory and other legal requirements;

- documentation of controls and procedures;

- requirements for the periodic assessment of operational risks faced, and the adequacy of controls and
procedures to address the risks identified;

- ethical and business standards;

- risk mitigation, including insurance where this is effective; and
- operational and qualitative track record of the plant and equipment supplier and related service providers.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group applies the prudent risk management policies by maintaining sufficient cash and bank balances and
by keeping committed credit lines. The table below summarizes the maturity profile of the Group's financial

liabilities at the following reporting dates:

2020

Long-term financing
Trade and other payables
Accrued profit
Short-term borrowings
Unclaimed dividend

Less than Three to More than Total
three twelve one year
months months
--------------------- (Rupees in '000) ---------------------

6,019 83,344 604,965 694,328

305,895 327,119 - 633,014

22,888 4,586 - 27,474

254,882 636,349 - 891,231

268 - - 268

589,952 1,051,398 604,965 2,246,315
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Less than Three to More than Total

2019 three twelve one year
months months
--------------------- (Rupees in '000) ---------------------

Long-term financing 25,915 76,602 354,330 456,847
Trade and other payables 271,819 226,811 - 498,630
Accrued profit 21,730 3,723 - 25,453
Short-term borrowings 416,977 398,774 - 815,751
Unclaimed dividend 280 - - 280
736,721 705,910 354,330 1,796,961
July 01, 2019 Cash Flows June 30, 2020

(Rupees in '000)

33.3.1 Changes in liabilities from financing activities

33.4

33.5

Long-term financing 456,846 237,482 694,328

Short-term borrowings 815,751 75,480 891,231

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 payables exist due to transactions
in foreign currency. As at the reporting date, the Group is not materially exposed to such risk.

Return rate risk
Return rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Group's exposure to the risk of changes in market return rates mainly

relates to the long-term, short term borrowings, murabaha payables and bank deposits.

The following figures demonstrate the sensitivity to a reasonably possible change in profit rate, with all other
variables held constant, of the Group’s loss before tax:

Increase / Effect on profit
(decrease) in before tax
basis points
(Rupees in '000)
- __ +100 __(15,028)
___ -100 15,028
oo __ +100 _ (12,148)

-100 12,148
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2020 2019
33.6 Fair value of financial instruments
33.6.1 Financial assets as per statement of financial position

At amortised cost

Trade debts 785,142 604,678
Loans 6,205 8,293
Deposits 175,398 141,380
Bank balances 139,056 144,361

1,105,801 898,712

33.6.2 Financial liabilities as per statement of financial position

Trade and other payables 633,014 498,630
Unclaimed dividend 268 280
Long-term financing 694,328 456,847
Accrued profit 27,474 25,453
Short-term borrowings 891,231 815,751

2,246,315 1,796,961

33.6.3 Fair values of financial assets and liabilities

(a) Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable
willing parties in an arms length transaction.

The carrying values of all financial assets and liabilities reflected in these consolidated financial statements
approximate their fair values.

(b) Fair value estimation

The Group discloses the financial instruments carried at fair value in the consolidated statement of financial
position in accordance with the following fair value hierarchy:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (i.e., as prices) or indirectly (i.e., derived from prices).

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
As at June 30, 2020, none of the financial instruments are carried at fair value.
33.7 Capital risk management
The Group's objective when managing capital is to safeguard the Group's ability to remain as a going concern
and continue to provide returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital. The Group has a long-term debt to equity ratio of

55.59% (2019: 30.54%) as of the reporting date, which in view of the management is adequate considering
the size of the operations.

139



33.8 Capacity and production

The capacity and production of the Group’s machines are indeterminable as these are multi-product and
involve varying processes of manufacture.

34. TRANSACTIONS WITH RELATED PARTIES
34.1 Related parties of the Group comprise associates, companies with common directorship, directors and key

management personnel. Transactions and balances outstanding with related parties and associated undertakings
are as follows:

2020 2019

Transactions during the year

Descriptions Nature of transactions

Key Management Personnel Dividend 23,002 47,283
Non-Executive Directors Meeting fees 779 842
Provident fund Contribution paid 39,338 35,218
Depilex (Private) Limited Sales made by the Subsidiary Company 4,600 6,702

(Common directorship)

Balances Outstanding
Depilex (Private) Limited
(Common directorship) Amount due to the Subsidiary Company 790 2,297

34.2 There are no other related parties with whom the Group had entered into transactions or has arrangement
/ agreement in place.

34.3 The Group carries out transactions with related parties at commercial terms and conditions as per the Group's
policy.

35. REMUNERATION OF CHIEF EXECUTIVE AND DIRECTORS

Executive
Directors

2020 2019 2020 2019 2020 2019 2020 2019
(Rupees in '000)

Chief Executive Executive * Total

Managerial remuneration 20,658 19,128 37,444 34,670 156,402 129,028 214,504 182,826

Bonus = - = 2,421 525 2,990 525 5,411
Perquisites 107 746 110 381 552 643 769 1,770
Retirement benefits 1,062 1,083 1,924 1,955 12,160 13,187 15,146 16,225
Other benefits 1,623 1,597 2,987 2,900 15,326 15,824 19,936 20,321

23,450 22,554 42,465 42,327 184,965 161,672 250,880 226,553

Number of persons 1 1 2 2 36 32 39 35
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35.1 The Chief Executive, Directors and Executives are also provided with free use of Group maintained cars as per
the terms of their employment.

35.2 In addition, meeting fee amounting to total Rs.0.779 (2019: Rs.0.842) million was paid to non-executive
(independent directors) directors for meetings attended during the year. The non-executive (independent
directors) directors are not entitled to any remuneration except meeting fee.

35.3 The number of persons does not include those who resigned during the year but remuneration paid to them
is included in the above amounts.

* These represent officers as prescribed under the Companies Act, 2017.
2020 2019
Note ---------- (Rupees in '000) ----------

36. CASH AND CASH EQUIVALENTS
Cash and bank balances 14 139,056 144,969
Musharakah running finance (200,000) (130,000)

_(60,944) 14969

37. NUMBER OF EMPLOYEES
Number of persons employed as at year end were 1,297 (2019: 1,196), the average number of persons
employed during the year were 1,251 (2019: 1,213) and number of person employed in factory as at year end
were 449 (2019: 453).

38. NON-ADJUSTING EVENT AFTER THE REPORTING DATE
The Board of Management in its meeting held on September 21, 2020 proposed (i) a final cash dividend of
Rs. NIL per share amounting to Rs. NIL for approval of the members at the Annual General Meeting to be held
on October 26, 2020.

39. DATE OF AUTHORISATION FOR ISSUE
These financial statements were authorized for issue on September 21, 2020 by the Board of Directors of the
Group.

40. GENERAL

40.1 Figures have been rounded off to the nearest thousand Rupees unless otherwise stated.

40.2 Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of
comparison. However, no significant rearrangement or reclassification has been made in these consolidated
financial statements during the current year.

CHIEF FINANCIAL OFFICER CHIEF EXECUTIVE DIRECTOR
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FORM OF PROXY

Annual General Meeting

| / We, of

being the member(s) of Macter International Limited and holder of

Ordinary Shares as per Share Register Folio/CDC Account No.

hereby appoint Mr./Ms. having CNIC
No. or Passport No. Folio/CDC Account No. of or
failing him/her having CNIC No. or Passport No.
Folio/CDC Account No. of who is also a member of the

Company as my/our proxy to attend and vote for me/us and on my/our behalf at the annual general

meeting of the Company to be held on October 26, 2020 at 09:45 am and/or at any adjournment thereof.

Signed this day of October, 2020 Rupees Five Revenue
Stamp)
Witnesses: 1. Signature:
Name:
CNICH: Signature
Address: (The signature should agree with the
2. Signature: specimen sighature with the Company)
Name:
CNICH:
Address:
IMPORTANT:

1. This proxy form, duly completed and signed, must be received at the Registered Office of the Company, F-216,
SITE, Karachi at least 48 hours before the time fixed for the meeting.

2. This form should be signed by the member or by his/her attorney duly authorized in writing. If the member is
a Corporation, its common seal should be affixed to the instrument.

For CDC Account Holders/Corporate Entities
In addition to the above the following requirements have to be met.

(i) The proxy form shall be witnessed by two persons whose names, addresses and CNIC or Passport Numbers
shall be mentioned on the form.

(i) Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished with the

proxy form.
(iii) The proxy shall produce his/her original CNIC or original Passport at the time of the meeting.

(iv) In case of a corporate entity, the Board of Directors’ resolution/power of attorney with specimen signature
shall be submitted (unless it has been provided earlier) alongwith proxy form to the Company.
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