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Company Information

COMPANY INFORMATION
Board of Directors

Mr. Tariqg Rehman

Mr. Shafig A. Siddiqi

Mr. Haris Noorani

Mr. Suhail Mannan

Mr. Javaid Shafiq Siddiqi
Mr. Usman Haq

Mr. Salem Rehman

Mr. Ahsan Suhail Mannan

Audit Committee

Mr. Usman Haq

Mr. Javaid Shafiq Siddiqi

Mr. Salem Rehman

Mr. Ahsan Suhail Mannan

Chief Financial Officer/Manager (F & A)
Mr. Riaz Ahmad

Auditors

M/s. Horwath Hussain Chaudhury & Co.,
Chartered Accountants, Lahore.

Bankers

Habib Bank Limited

National Bank of Pakistan
Standard Chartered Bank (Pakistan) Limited
Faysal Bank Limited

Bank of Punjab

NIB Bank Limited

Share Registrar

Corplink (Pvt) Limited

Wings Arcade. I-K , Commercial,
Model Town, Lahore.
Registered Office

4th Floor, National Tower,
28-Egerton Road,

Lahore.

Factory

19-Kilometre, Lahore Sheikhupura Road, Lahore.
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BUSINESS ITEMS
Porcelain Insulators

= Suspension Insulator

< Pin Insulator

e Line Post Insulator

< Cap and pin Insulator

e Station Post Insulator

< Indoor Switch and Bus Insulator
= Apparatus Insulator

e Insulator for Railway Electrification
« Telephone Insulator

» Low Voltage Insulator

< Dropout Cutout Insulator

< Bushings

Switchgear

= Disconnect Switch upto 145 kv
» Metal Oxide Surge Arresters upto 430 kv
(Under License from Siemens Genmany)

Chemical Porcelain

« Acid Proof Wares and Bricks

< Rasching Ring and Saddles

« Acid Proof Porcelain Pipes and Fitting
 Acid Proof Cement

Special Porcelain

« High Alumina Porcelain
< Lining Special Refractories
e & Grinding Media

Ceramic Glazed Wall Tiles

= Coloured & Decorative Glazed Wall Tiles
20cmx20cm x 7 mm
20cmx30cmx 7 mm
25cmx33cmx7 mm

Ceramic Glazed Floor Tiles

= Vitreous & Semi Vitreous
Decorative Glazed Floor Tiles
30cmx30cmx 8 mm
38cmx38cmx8mm



Notice of Annual General Meeting

Notice is hereby given that 60th Annual General Meeting of Members of EMCO Industries Limited will be
held on 26th October, 2015 at 11.00 a.m at the Registered Office of the Company, 4th floor, National Tower,
28-Egerton Road, Lahore, to transact the following business;

1. To confirm the minutes of the last Annual General Meeting held on 31st October, 2014.

2. To receive, approve and adopt the Audited Accounts of the Company for the year ended 30th June,
2015 together with Directors’ and Auditors' Report thereon.

To appoint Auditors for the next financial year and to fix their remuneration. The present auditors
M/s. Horwath Hussain Chaudhury & Co. Chartered Accountants retire and being eligible, offer
themselves for re-appointment.

To transact any other business with the permission of the Chair.

By Order of the Board

Place: Lahore Jd— Q—«

Dated: 18.09.2015 (HARIS NOORANI)
DIRECTOR CORPORATE AFFAIRS

NOTES;-

1. The Share Transfer Books of the Company will remain closed and no transfer of Shares will be accepted
for registration from 19.10.2015 to 26.10.2015 (both days inclusive). No transfer will be accepted for
registration during this period.

A member entitled to attend and vote at the General Meeting may appoint another member as his/her
proxy to attend and vote instead of him/her at the meeting. Proxies must be deposited at the Company's
Registered Office not less than forty-eight hours before the time of holding the meeting.(Form of
proxy is enclosed.)

Members through CDC, entitled to attend and vote at this meeting, must bring his/her NIC or passport
to prove his/her identity and in case of Proxy must enclose an attested copy of his/her NIC or Passport.
Representatives of corporate members should bring the usual documents required for such purpose.

Members are requested to promptly notify the change in their address, if any, to the Company's Share
Registrar M/s. Corplink (Pvt) Limited, Wings Arcade, I-K Commercial, Model Town, Lahore.

Transmission of Audited Financial Statements & Notices to members through email
In terms of S.R.0.787(1)2014 of SECP, the Company has made available on its website, a Standard
Request Form, which members may use to communicate their e-mail address and consent for electronic

transmission of Audited Financial Statements and Notice, along with postal and email address of Share
Registrar to whom such requests shall be sent.
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Directors' Report

On behalf of the Board of Directors | welcome you to the 60th Annual General Meeting of the Company and
present you Audited Accounts for the year ending 30th June 2015. The financial results are given in Table

below.
2015 2014
Rupees Rupees

Loss before Tax (124,679,390) (105,878,525)
Taxation 11,214,727 2,118,963
Loss after Tax (113,464,663) (103,759,562)
Other Comprehensive Income 108,392 1,337,042
Total Comprehensive Loss (113,356,271) (102,422,520)
Accumulated Loss brought forward (546,330,321) (463,345,211)
Incremental Depreciation on Revaluation 19,641,443 19,437,410

(526,688,878) (443,907,801)
Accumulated Loss carried forward (640,045,149) (546,330,321)
Loss per Share (3.24) (2.96)

At the last Annual General Meeting held on 315t October 2014, the Management had informed the Members
that owing to severe shortage of gas the Tile Division was shut down completely by January 2014 and
therefore, results for the period ending 30th June 2014 had been prepared on the basis of the operations
of Insulator & Tile Divisions in accordance with the International Accounting Standards.

For the year ending 30th June 2015, it will be the first full financial year in which only the Insulator Plant was
operating. Results for this year, therefore, are based on the Insulator Plant bearing the complete costs of
depreciation, receivables and financial charges. This decision is based on the fact that the Management, as
stated earlier, will review the restarting of the Tile Division by early 2016 after assessing availability of gas
during winter this year. Thus the applicable costs of the Tile Division have been included in the cost of sale.

As can be seen from the results, the production of the Insulator Plant has increased by 116% and sales by
85% during this financial year. By the Grace of Allah the total orders in hand for Insulators is 2600 tons and
another 2000 tons are in the pipeline.

The financial results for this year show a higher loss as compared to last year but the Management would
like to bring on record that it has exercised prudence by charging depreciation of Rs. 53M on the Tile Division
as well as creating a provision of more than Rs. 22M against doubtful receivables.

The Company has taken strong steps to optimize operations of the Insulator Plant through innovative
structural financing arrangements with banks against confirmed orders from DISCOs and NTDC. The Company
has already successfully negotiated revised terms with SCB, NIB, BOP and HBL. Final negotiations with NBP
are in process and we are Insha Allah very optimistic about our proposal being accepted. As mentioned in
the financial statements (Note 1.2), the Management has already injected Rs. 89 Million during the year and
is committed to support the liquidity requirements of the Company.
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As stated above, in order to improve efficiency the company is in the process of adopting the SAP system
that is expected to become fully operational by December 2015.

With the reduction in the interest rate as well as transportation cost we have already seen an improvement
in the operative results of the last quarter of the financial year. This trend continued in the months of July
and August 2015 and your Company has already showed a nominal profit for the months of July & August.
This trend is expected to continue and Insha Allah operations will show better profitability for the financial
year 2015-16.

The Company's contribution to the exchequer in the year under review is Rs. 175.087 Million in the shape
of import duty, sales tax, income tax and other government levies.

Code of Corporate Governance

The requirements of the Code of Corporate Governance set out by the Karachi, Lahore, and Islamabad Stock
Exchanges in their Listing Regulations, relevant for the year ended June 30, 2015 have been adopted by the
Company and have been duly complied with. A statement to this effect is annexed with the report.

In compliance with the provisions of the Code, the Board members are pleased to place the following
statement on record:

The financial statements for the year ended June 30, 2015 present fairly its state of affairs, the results
of its operations, cash flow and changes in equity;

Proper books of accounts have been maintained;

Appropriate accounting policies have been consistently applied in preparation of financial statements
for the year ended June 30, 2015 accounting estimates are based on reasonable and prudent judgment;
International Accounting Standards (IAS), as applicable in Pakistan, have been followed in preparation
of financial statements except application of IAS 39 relating to amortization of long term financing
(unsecured - interest free) obtained from associated companies and directors / members and of deferred
markup;

The system of internal control is sound in design and has been effectively implemented and monitored;
There are certain financial indicators creating doubts regarding going concern assumption of the
company. However, management has adequate mitigating plans to address those indicators as fully
explained in Note 1.2 to the financial statements.

There has been no material departure from the best practices of corporate governance, as detailed in
listing regulations;

The value of investment of Provident Fund based on its audited accounts as at December 31, 2014 was
Rs 223.971 Million. The value of investment includes accrued interest.

Board Meetings

The Board of Directors, which consist of eight members, have responsibility to independently and transparently
monitor the performance of the company and take strategic decisions to achieve sustainable growth in the
company value. All members of the Board are elected in the general meeting after every three years. The
term of the existing members of the Board will expire on 30-06-2017, along with their consent to act so,
filed a declaration on the prescribed form as requirements of the Code of Corporate Governance.
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A written notice of the Board meeting along with working papers was sent to the members seven days before
meetings. A total of five meetings of the Board of Directors were held during the year ended June 30, 2015.
The attendance of the board members was as follows: -

Sr.# Name of Director Meetings Attended
1. Mr. Tariq Rehman 04
2. Mr. Shafig A. Siddiqi 04
3. Mr. Haris Noorani 05
4. Mr. Suhail Mannan 05
5. Mr. Javaid Shafiq 04
6. Mr. Usman Haq 05
7. Mr. Salem Rehman 05
8. Mr. Ahsan Suhail Mannan 05

Leave of absence was granted to Directors who could not attend the meetings.

During the financial year the trading in shares of the company by the Directors, CEO, CFO, Company Secretary
and their spouses and minor children is as follows:

S. No. Name Purchase Sale

1. Mr. Usman Haq 948,771* Nil

* inherited from mother

Audit Committee

The AC reviews the annual and quarterly financial statements, internal audit report, and information before
dissemination to stock exchanges and proposes appointment of the external auditors for approval of the
shareholders, apart from other matters of significant nature. The AC holds its meeting prior to the Board
meeting. A total of four meetings of Audit Committee were held during the year under review. It includes
statutory meeting with external auditors before start of annual audit and meeting with external auditors
without CFO and head of internal audit being present. Name of the members of Audit Committee are as
follows:

1. Mr. Usman Haq Chairman
2. Mr. Javaid S. Siddiqi Member
3. Mr. Salem Rehman Member
4, Mr. Ahsan Suhail Mannan Member

Employees' relations

Despite the inflationary pressure the management would like to place on record a very positive and cooperative
role of employees during the year. The management would like to place on record its appreciation in this
regard and will look forward to their continuous support during the difficult time that the nation is presently
undergoing. The management would also like to place on record the very cooperative role played by the
Union in increasing the output on virtually each stage of production and reducing losses wherever possible.

Acknowledgement
We would like to thank our valued customers, dealers and especially the banks which have shown not only

cooperation but patience in some payments which were delayed over which the management has no control
and finally we would like to thank our shareholders for their unwavering support.
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Dividend
Considering the brought forward losses, no dividend is recommended for the year ended June 30, 2015.
Pattern of Shareholding

The pattern of shareholding as on June 30, 2015 and its disclosure, as required by the Code of Corporate
Governance is annexed with this report.

Financial Highlights
The key financial highlights for the last 10 years performance of the company are available in this report.
Auditors

As recommended by the Audit Committee, the present auditors M/s Horwath Hussain Chaudhary & Co.,
Chartered Accountants, retire and being eligible, offer themselves for re-appointment.

For and on behalf of the board of Directors

ﬁ\"’“‘1/ &

[Tarig Rehman]
Lahore: September 18, 2015 Chief Executive
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Financial Highlights of Last Ten Years

| 2015 | 2014 | 2013 | 2012 2011 | 2010 | 2009 2008 | 2007| 2006 |

Net Total sales 783 932 1596 1,856 1,855 1,861 1,550 1,260 1,208 1,045
Exports 44 51 46 61 104 164 93 79 151 164
Employees Costs 222 213 313 285 325 307 301 271 241 219
Profit/(Loss) before tax (125)  (106) (39) (14) (35) (76)  (103)  (16) 11 (14)
Profit/(Loss) after tax (113)  (104) (35) (21) (46) (71) (81) (14) 20 (56)
Earning per share (3.24) (2.96) (0.99) (0.61) (1.32) (2.05) (2.39) (0.09) 1.30 (3.66)
Capital Expenditure 17 13 23 37 8 18 149 222 55 99
Cash Dividend Rate - - - - - - - - 5% -

Stock Dividend Rate - - - - - - - - - -

Shareholder’s Equity (160) (66) 17 33 36 64 118 (16) (34) (84)
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REVIEW REPORT TO THE MEMBERS

ON STATEMENT OF COMPLIANCE WITH BEST PRACTICES OF CODE OF CORPORATE GOVERNANCE

We have reviewed the enclosed Statement of Compliance with the best practices contained in the Code of
Corporate Governance ("the Code") prepared by the Board of Directors of EMCO Industries Limited for the year
ended June 30, 2015 to comply with requirements of the Listing Regulation No.35 (Chapter XI) of the Karachi
Stock Exchange, Lahore Stock Exchange and Islamabad Stock Exchange, where the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors of the Company. Our responsibility
is to review, to the extent where such compliance can be objectively verified, whether the Statement of
Compliance reflects the status of the Company's compliance with the provisions of the Code and report if it
does not and to highlight any non-compliance with the requirements of the Code. 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 Code.

As a part of our audit of 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 Code requires the Company to place before the Audit Committee, and upon recommendation of the Audit
Committee, place before the Board of Directors for their review and approval its related party transactions
distinguishing between transactions carried out on terms equivalent to those that prevail in arm's length
transactions and transactions which are not executed at arm's length price and recording proper justification
for using such alternate pricing mechanism. We are only 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 any procedures to determine whether the related party
transactions were undertaken at arm's length price or not.

Following instances of non-compliance with the requirements of the Code were observed which are not stated
in the Statement of Compliance:

Executive directors exceed one-third of the elected directors, including the chief executive, of the
company.

There is no representation of minority shareholders on the Board of Directors.

The mechanism for annual evaluation of the Board's own performance has not been put in place.
The Company has not appointed a new CFO in place of the outgoing CFO.

Transactions with related parties were not placed before the Audit Committee and the Board of
Directors for their approval.

The internal audit function is not operating effectively in the Company.

Based on our review, except for the above instances of non-compliance, 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 best practices contained in the Code as applicable to the Company
for the year ended June 30, 2015.

Further, we highlight below instances of non-compliance with the requirements of the Code as reflected in the
note reference where these are stated in the Statement of Compliance:

Serial #:  Description

1 There are no independent directors on the Board of Directors of the Company.

9 Directors' training program was not conducted during the year.

12 The financial statements of the Company for the year ended June 30, 2015 have not been endorsed
by the CFO.

15 Audit Committee comprises four members of which two are executive directors and chairman is not
an independent director.

17 The Board has not formed an HR and Remuneration Committee

H%&X(L&;qu 43 -

Lahore HORWATH HUSSAIN CHAUDHURY & CO.
September 18, 2015 Chartered Accountants
(Engagement partner: Amin Ali)
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Statement of Complience

With the Code of Corporate Governance for the year ended June 30, 2015

This statement is being presented to comply with the Code of Corporate Governance in the listing regulations
of Karachi, Lahore & Islamabad Stock Exchanges for the purpose of establishing a framework of good governance,
whereby a listed company is managed in compliance with the best practices of corporate governance.

The company has applied the principles contained in the Code in the following manner:

1.

10.

At present the Board includes::

Category Names
Independent Director Nil
Executive Director Mr. Tarig Rehman

Mr. Haris Noorani

Mr. Suhail Mannan

Mr. Salem Rehman

Mr. Ahsan Suhail Mannan
Non-Executive Director Mr. Shafig A. Siddiqi

Mr. Javaid S. Siddiqi

Mr. Usman Haq

The Directors have confirmed that none of them is serving as a director in more than seven listed companies,
including this company.

All the resident directors of the company are registered as taxpayers and none of them has defaulted in
payment of any loan to a banking company, a DFI or an NBFI or, being a member of stock exchange, has
been declared as a defaulter by that stock exchange.

No casual vacancy occurred during the year under review.

The Company has prepared a “Code of Conduct” and has ensured that appropriate steps have been taken
to disseminate throughout the Company along with its supporting Policies and Procedures.

The Board has developed a vision statement, overall corporate strategy and significant policies of the
company. A complete record of particulars of significant policies along with the date on which they were
approved or amended has been maintained.

All the powers of the Board have been duly exercised and decisions on material transactions, including
appointment, determination of remuneration and terms and conditions of employment of the Chief
Executive Officer (CEO) and other Executive Directors, have been taken by the Board.

The meetings of the Board were presided over by the Chairman, the Board met at least once in every
quarter. Written notices of the Board meetings, along with agenda and working papers, were circulated
at least seven days before the meetings. The minutes of the meetings were appropriately recorded and
circulated.

The directors were apprised about the changes in the Code, applicable laws and their duties and
responsibilities to effectively manage the affairs of the Company for and on behalf of the shareholders.
The directors of the Company having 15 years of experience on the board of a listed company are exempt
from the requirements of directors training program. All the board members except two qualify for
exemption under this provision of the Code. The Company will arrange the training program for the
directors as provided under Code in future.

No new appointment of CFO, Company Secretary and Head of Internal Audit made during the year.
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The directors' report for the year ended June 30, 2015 has prepared in compliance with the requirements
of the Code and fully describes the salient matters required to be disclosed.

The financial statements of the Company were duly endorsed by CEO and M (F&A) before approval of the
Board.

The directors, CEO and executive do not hold any interest in the shares of the company other than that
disclosed in the pattern of shareholding.

The company has complied with all the corporate and financial reporting requirements of the CCG.
The Board has formed an audit committee. It comprises four members.

Member Status

Mr. Usman Haq Chairman Non-Executive Director
Mr. Javaid Shafiq Siddigi ~ Member Non-Executive Director
Mr. Saleem Rehman Member Executive Director

Mr. Ahsan Suhail Mannan Member Executive Director

The meetings of the audit committee were held at least once every quarter prior to recommend the
approval of interim and final results of the company and as required by the CCG. The terms of references
of the committee have been formed and advised to the committee for compliance.

The board has not formed an HR and Remuneration Committee. The board intends to form an HR and
Remuneration Committee in future.

The board has setup an internal audit function manned by experienced personnel who are conversant

with the policies and procedures of the Company and are involved in the Internal Audit Function on a full
time basis.

The statutory auditors of the company have confirmed that they have been given satisfactory rating under
the quality control review programmed of the Institute of Chartered Accountants of Pakistan, that they
or any of the partners of the firm, their spouses and minor children do not hold shares of the company
and that the firm and all its partners are in compliance with International Federation of Accountants (IFAC)
guidelines on code of ethics as adopted by Institute of Chartered Accountants of Pakistan.

The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they have
observed IFAC guidelines in this regard.

The ‘closed period’ prior to the announcement of interim/final results, and business decisions, which may
materially affect the market price of Company’s securities, was determined and intimated to directors,
employees and stock exchanges.

Material/price sensitive information has been disseminated among all market participants at once through
stock exchanges.

We confirm that all material principles enshrined in the CCG have been complied with.

A

(Haris Noorani)
Director
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Auditors’ Report To The Members

We have audited the annexed balance sheet of Emco Industries Limited as at June 30, 2015 and the related
profit and loss account, statement of comprehensive income, cash flow statement and statement of changes
in equity, together with the notes forming part thereof, for the year then ended 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 our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, and
prepare and present the above said statements in conformity with the approved accounting standards and the
requirements of the Companies Ordinance, 1984. Our responsibility is to express an opinion on these statements
based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards
require that we plan and perform the audit to obtain reasonable assurance about whether the above said
statements are free of any material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the above said statements. An audit also includes assessing the
accounting policies and significant estimates made by management, as well as, evaluating the overall presentation
of the above said statements. We believe that our audit provides a reasonable basis for our opinion and, after
due verification, we report that:

a)  The Company has not amortized the long term financing (unsecured and interest free) obtained from
associated companies and directors / members amounting to Rs. 125.478 million and deferred markup
of Rs. 39.528 million (disclosed in Note 7 to the accompanying financial statements) as required by IAS
39 (Financial Instruments - Recognition and Measurement). In the absence of terms of repayment of loans
from associated companies and directors / members, the related impact of their amortization on balance
sheet and profit and loss account could not be determined. Had the deferred markup been stated at
amortized cost, the long term financing and loss before tax would have been reduced and retained earnings
would have been increased by Rs. 15.274 million.

b)  inour opinion, proper books of accounts have been kept by the Company as required by the Companies
Ordinance, 1984,

¢) in our opinion;

(0] the balance sheet and profit and loss account together with the notes thereon have been drawn
up in conformity with the Companies Ordinance, 1984, and are in agreement with the books of
account and are further in accordance with the accounting policies consistently applied,;

(i) the expenditure incurred during the year was for the purpose of the Company's business; and

(iii) the business conducted, investments made and the expenditure incurred during the year were
in accordance with the objects of the Company

(d) inour opinion and to the best of our information and according to the explanations given to us, except
for the effect of the matter described in preceding paragraph "a", the balance sheet, profit and loss
account, statement of comprehensive income, cash flow statement and statement of changes in equity
together with the notes forming part thereof conform with approved accounting standards as applicable
in Pakistan and give the information required by the Companies Ordinance, 1984, in the manner so
required and respectively give a true and fair view of the state of the Company's affairs as at June 30,
2015 and of the loss, total comprehensive loss, its cash flows and changes in equity for the year then
ended; and
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(e) inour opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of
1980).

We draw attention to Note 1.2 of accompanied financial statements which states that the Company has incurred
net loss of Rs. 113.465 million during the year ended June 30, 2015 while the accumulated loss stands at Rs.
640.045 million as at June 30, 2015. As of June 30, 2015 the current liabilities of the Company exceed its current
assets by Rs. 252.314 million. Further, the Company has shut down its tile manufacturing unit since January
2014. These situations along with the matters as explained in Note 15, indicates the existence of an uncertainty,
which may cast doubt about the Company's ability to continue as going concern. Our opinion is not qualified
in respect of this matter.

LLNL'\'LWO"\ Q’ ‘

Lahore HORWATH HUSSAIN CHAUDHURY & CO.
September 18, 2015 Chartered Accountants
(Engagement partner: Amin Ali)
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BALANCE SHEET

AS AT JUNE 30, 2015

2015 2014
Note Rupees Rupees
EQUITY AND LIABILITIES
Share Capital and Reserves
Authorized share capital
40,000,000 (2014: 40,000,000) ordinary shares of Rs 10 each 400,000,000 400,000,000
Issued, subscribed and paid up capital 4 350,000,000 350,000,000
35,000,000 (2014: 35,000,000) ordinary shares of Rs 10 each
Reserves 5 129,898,526 129,898,526
Accumulated loss (640,045,149) (546,330,321)
(160,146,623) (66,431,795)
Surplus on Revaluation of Property, Plant and Equipment 6 582,459,878 594,237,181
Non Current Liabilities
Long term financing 7 411,405,492 382,813,470
Liabilities against assets subject to finance lease 8 - -
Deferred liabilities 9 36,852,344 37,458,473
Deferred taxation 10 63,483,695 90,343,639
511,741,531 510,615,582
Current Liabilities
Trade and other payables 11 318,162,045 279,742,209
Accrued finance cost 12 160,564,677 144,359,698
Short term borrowings 13 713,672,757 525,699,008
Current portion of non-current liabilities 14 75,894,854 133,875,204
1,268,294,333 1,083,676,119
Contingencies and Commitments 15 -
Total Equity and Liabilities 2,202,349,119 2,122,097,087
ASSETS
Non Current Assets
Property, plant and equipment 16 | 1,182,068,047 1,243,187,839
Intangible assets 17 1,997,830 3,455,661
Long term loans 18 2,031,638 3,206,109
Long term deposits 271,163 271,163
1,186,368,678 1,250,120,772
Current Assets
Stores, spares and loose tools 19 112,231,865 105,971,710
Stock in trade 20 369,573,296 317,276,956
Trade debts 21 379,227,299 322,931,715
Advances, deposits, prepayments and other receivables 22 75,965,661 86,524,491
Income tax refundable from the Government 72,283,110 37,417,388
Cash and bank balances 23 6,699,210 1,854,055
1,015,980,441 871,976,315

Total Assets

2,202,349,119

2,122,097,087

The annexed notes form an integral part of these financial statements.

ﬁ\a«yz‘«ﬂ.

CHIEF EXECUTIVE
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PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED JUNE 30, 2015

Note

2015
Rupees

2014
Rupees

Sales
Cost of sales

Gross Profit

Administrative expenses
Selling and distribution expenses

Operating Loss

Other operating expenses
Other income

Finance cost

Loss before Taxation

Taxation

Net Loss for the Year

Loss per Share - Basic and Diluted

24
25

32

782,866,717
(680,083,656)

932,348,371
(788,553,281)

102,783,061

143,795,090

(56,010,946)
(59,145,817)

(57,726,420)
(101,246,108)

(115,156,763)

(158,972,528)

(12,373,702)

(24,345,866)
4,266,146
(92,225,968)

(15,177,438)

(4,576,015)
13,131,019
(99,256,091)

(124,679,390)

11,214,727

(105,878,525)

2,118,963

(113,464,663)

(103,759,562)

(3.24)

(2.96)

The annexed notes form an integral part of these financial statements.

(\Z‘“{/g«ﬂ'

CHIEF EXECUTIVE
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DIRECTOR

ANNUAL REPORT 2015 | 17




STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED JUNE 30, 2015

2015 2014
Note Rupees Rupees

Net Loss for the Year (113,464,663) (103,759,562)
Other comprehensive income

Items that will not be reclassified to profit or loss

Remeasurement of retirement benefits asset 155,982 1,960,472
Less: Related tax impact (47,590) (623,430)
Other comprehensive income for the year 108,392 1,337,042
Total Comprehensive Loss for the Year (113,356,271) (102,422,520)

The annexed notes form an integral part of these financial statements.
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CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Cash (used in) / generated from operations
Finance cost paid

Gratuity paid

Payments against discontinued provident fund
Income tax paid / refunded

Net Cash used in Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Property, plant and equipment purchased

Capital work in progress

Long term loans

Proceeds from disposal of property, plant and equipment
Net Cash used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES

Long term financing repaid - net

Lease rentals paid

Short term borrowings acquired - net

Net Cash generated from Financing Activities

Net Increase / (Decrease) in Cash and Cash Equivalents

Cash and cash equivalents at the beginning of the year

Cash and Cash Equivalents at the End of the Year

(14,199,047)

15,336,371

(76,020,989
(3,017,504
(2,576,786

(42,694,389

(59,484,781)
(10,761,440)
(4,846,968)
18,541,803

(124,309,668)

(56,551,386)

(138,508,715)

(41,215,015)

(4,497,291)
(13,133,583)
1,834,711
1,202,575

(7,395,830)
(5,150,000)
(841,972)
4,293,844

(14,593,588)

(9,093,958)

(29,695,668)
(330,623)
187,973,749

(26,070,763)
(2,451,716)
33,584,411

157,947,458

5,061,932

4,845,155

1,854,055

(45,247,041)

47,101,096

6,699,210

1,854,055

The annexed notes form an integral part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED JUNE 30, 2015

Issued, Reserve
. Subscribed
Particulars and Paid up Prse':ﬁirjm Seneral Accu[nulated Total
Capital Reserve eserve 0SS
Rupees Rupees Rupees Rupees Rupees
Balance as at June 30, 2013 350,000,000 39,898,526 90,000,000 (463,345,211) 16,553,315
Comprehensive loss for the year
Net loss for the year - (103,759,562) (103,759,562)
Other comprehensive income for the year - 1,337,042 1,337,042
Total comprehensive loss for the year - (102,422,520) (102,422,520)
Incremental depreciation for the year
on surplus on revaluation of property,
plant and equipment net of deferred tax - 19,437,410 19,437,410
Balance as at June 30, 2014 350,000,000 39,898,526 90,000,000 (546,330,321) (66,431,795)
Comprehensive loss for the year
Net loss for the year - (113,464,663) (113,464,663)
Other comprehensive income for the year - 108,392 108,392
Total comprehensive loss for the year - (113,356,271) (113,356,271)
Incremental depreciation for the year
on surplus on revaluation of property,
plant and equipment net of deferred tax - 19,641,443 19,641,443
Balance as at June 30, 2015 350,000,000 39,898,526 90,000,000 (640,045,149) (160,146,623)

The annexed notes form an integral part of these financial statements.
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NOTES TO AND FORMING PART OF
THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2015

THE COMPANY AND ITS OPERATIONS

EMCO Industries Limited ("“the Company") is incorporated in Pakistan and is listed on Karachi, Lahore
and Islamabad Stock Exchanges. The Company was incorporated as a Joint Stock Company in Pakistan
under the Companies Act, 1913, (now the Companies Ordinance 1984) as a private limited company
on August 17, 1954 by the name of Electric Equipment Manufacturing Company (Private) Limited.
Later, it was converted into a public company on August 20, 1983 and its name was changed to EMCO
Industries Limited on September 12, 1983. The Company was listed on the stock exchanges on
December 29, 1983. Its registered office is situated at 4th Floor, National Tower, 28 Egerton Road,
Lahore.

The Company is principally engaged in the manufacture and sale of high / low tension electrical
porcelain insulators, switchgear and ceramic tiles.

Going concern assumption

The Company has incurred net loss of Rs. 113.465 million (2014: Rs. 103.760 million) during the year
ended June 30, 2015 while the accumulated loss stands at Rs. 640.045 million (2014: Rs. 546.330
million) as at June 30, 2015. Current liabilities of the Company exceed its current assets by Rs. 252.314
million (2014: Rs. 211.700 million) as at the balance sheet date. The existing bank borrowing facilities
are fully utilized and there are overdue payments of Rs. 51.333 million relating to loan repayments
and Rs. 46.010 million relating to the accrued finance costs. Further, the Company has shut down
its tile manufacturing unit since January 2014. These factors along with matters set forth in Note 15
raise doubts about the Company being a going concern and therefore, it may be unable to realize
its assets and discharge its liabilities in the normal course of business.

The directors have injected interest free funds of Rs. 89.25 million during the year and are committed
to support the liquidity requirements of the Company. Further, the entire outstanding loan and mark-
up thereupon of Standard Chartered Bank (Pakistan) Limited and NIB have been rescheduled during
the year. Keeping in view the continuous support from directors and favourable negotiation with
lenders, the going concern assumption is considered appropriate and, therefore, these financial
statements have been prepared on going concern basis.

BASIS OF PREPARATION
Statement of compliance

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

Basis of measurement

These financial statements have been prepared under the historical cost convention except to the
extent of the following:

Certain property, plant and equipment Note 16 Revalued amount
Employee retirement benefits (Gratuity) Note 9 Present value
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Functional and presentation currency

These financial statements are prepared and presented in Pak Rupees which is the Company's
functional and presentation currency. All the figures have been rounded off to the nearest rupee,
unless otherwise stated.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of policies and reported amounts
of assets, liabilities, income and expenses. These estimates and related assumptions are based on
historical experience and various other factors that are believed to be reasonable under the
circumstances.

These estimates and related assumptions are reviewed on an on going basis. Accounting estimates
are revised in the period in which such revisions are made. Significant management estimates in
these financial statements relate to the useful life and residual values of property, plant and equipment;
amortization of intangible assets; provisions for doubtful receivables; provisions for defined benefit
obligations; slow moving and obsolete inventory and taxation. However, the management believes
that the change in outcome of estimates would not have a material effect on the amounts disclosed
in these financial statements.

Changes in accounting standards, interpretations and pronouncements

Standards, interpretations and amendments to approved accounting standards which became
effective during the year

The following key amendments to standards are relevant that became effective during the year.
These amendments are not likely to have any impact on the Company's financial statement.

i) Amendments to IAS 32 — that address inconsistencies in applying the offsetting criteria in IAS 32
(Financial Instruments: Presentation). These amendments clarify the meaning of "currently has a
legally enforceable right of set-off" and certain gross settlement systems that may be considered
equivalent to net settlement.

i) Amendments to IAS - 36 “Impairment of Assets” address the disclosure of information about the
recoverable amount of impaired assets if that amount is based on fair value less costs of disposal
and require the disclosure of additional information about the fair value measurement and discount
rates used in present value technique.

iii) Amendments to IAS 19 “Employee Benefits” that introduce a narrow scope amendment to simplify
the requirements for contributions from employees or third parties to a defined benefit plan, when
those contributions are applied to a simple contributory plan that is linked to services.

Standards, interpretations and amendments to approved accounting standards which became
effective during the year but are not relevant

There were certain amendments to the approved accounting standards which became effective
during the year but are considered not to be relevant or have any significant effect on the Company's
operations and are, therefore, not disclosed in these financial statements.

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

The following standards, amendments and interpretations of approved accounting standards are
relevant and will be effective for accounting periods beginning on or after July 01, 2015. These
amendments are not likely to have any impact on the Company’s financial statements:
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i) Amendments to IAS 38 Intangible Assets and IAS 16 Property, Plant and Equipment (effective for
annual periods beginning on or after 1 January 2016) introducing severe restrictions on the use of
revenue-based amortization for intangible assets. This amendment explicitly states that revenue-
based methods of depreciation cannot be used for property, plant and equipment. These amendments
have no impact on Company’s financial statements as the Company has the policy of depreciating
/ amortizing its property, plant and equipment and intangible assets based on the assessed useful
lives.

i) Amendments to IFRS 13 ‘Fair Value Measurement’ (effective for annual periods beginning on or
after 1 January 2015) aim to improve consistency and reduce complexity by providing a precise
definition of fair value. The requirements do not extend the use of fair value accounting but provide
guidance on how it should be applied where its use is already required or permitted by other standards
within IFRSs. The adoption of this standard is not likely to have an impact on the Company’s financial
statements.

Standards, interpretations and amendments to approved accounting standards that are neither
relevant and nor yet effective

Revision / improvements / amendments to IFRS and interpretations Effective Date
(Period beginning
on or after)

- IFRS 10 ‘Consolidated Financial Statements’ January 1, 2016
- IFRS 11 ‘Joint Arrangements’ January 1, 2016
- IFRS 12 ‘Disclosure of Interest in Other Entities’ January 1, 2016
- IFRS 14 ‘Regulatory Deferral Accounts’ January 1, 2016
- IFRS 15 ‘Revenue from Contracts with Customers’ January 1, 2018
- IAS 27 ‘Separate Financial Statement’ January 1, 2016
- Agriculture: Bearer Plants [Amendment to IAS 16 and IAS 41] January 1, 2016
- Investment entities applying the consolidation exception January 1, 2016
(amendments to IFRS 10, IFRS 12, and IAS-28)

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set
out below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result
of past events and it is probable that an outflow of resources shall be required to settle the obligation
and the amount has been reliably estimated. Provisions are reviewed at each balance sheet date
and adjusted to reflect the current best estimate.

Employee retirement benefits

The main features of the schemes operated by the Company for its employees are as follows:

Defined contribution plan

The Company operates a recognised provident fund for all its permanent workmen employees. Equal
monthly contributions are made by the Company and employees into the fund at the rate of 10%
of the basic salary for officers and 10% of basic salary plus cost of living allowance for workers.
Obligation for contributions to defined contribution plan is recognised as an expense in the profit
and loss account as and when incurred.
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Defined benefit plan

The Company operates an unfunded gratuity scheme for non-workmen employees who are not
covered under the provident fund scheme. The unfunded gratuity scheme is a defined benefit final
salary plan. Provisions are made in the financial statements to cover obligations on the basis of
actuarial valuations carried out by an independent actuary.

Retirement benefits are payable to staff on resignation, retirement or termination from service,
subject to the completion of prescribed qualifying period of service under these schemes.

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the
profit and loss account except to the extent that relates to items recognised directly in equity, in
which case it is recognised in equity.

Current

The charge for current tax is based on taxable income for the year determined in accordance with
the prevailing laws of taxation. All tax credits and tax rebates are taken into account in calculating
this charge. However, in case of loss for the year, income tax expense is recognised as minimum tax
liability on turnover of the Company in accordance with the provisions of the Income Tax Ordinance
2001.

Deferred

Deferred tax is recognised using the balance sheet liability method on all temporary differences
between the carrying amount of assets and liabilities and their tax bases.

Deferred tax liabilities are recognised for all major taxable temporary differences.

Deferred tax assets are recognised for all major deductible temporary differences to the extent that
it is probable that taxable profit will be available against which deductible temporary differences can
be utilised.

Carrying amount of deferred tax asset are reviewed at each balance sheet date and is recognised
only to the extent that it is probable that future taxable profits will be available against which assets
may be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Unrecognised deferred tax assets are reassessed at each balance sheet date and are recognised to
the extent of probable future taxable profit available that will allow deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rate that are expected to apply to the year
when the asset is utilised or the liability is settled, based on the tax rates that have been enacted
or substantially enacted at the balance sheet date.

Leases
Finance leases

Leases where the Company has substantially all the risks and rewards of ownership are classified as
'finance lease'. Assets subject to finance lease are initially recognized at the lower of present value
of minimum lease payments under the lease agreements and the fair value of the assets. Subsequently
these assets are stated at cost less accumulated depreciation and any identified impairment loss.
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Related rental obligations, net of finance charges are included in liabilities against assets subject to
finance lease. Liabilities are classified as current and long term depending upon the timing of
payments. Each lease payment is allocated between the liability and finance charges so as to achieve
a constant rate on the balance outstanding. The interest element of the rental is charged to profit
over the lease term.

Assets acquired under a finance lease are depreciated over the useful life of the asset using the
reducing balance method at the same rates as used for owned assets. Depreciation of leased assets
is charged to the profit and loss account. Depr