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CORPORATE INFORMATION

Fosrd of Directors

Mis, Akhter Khalid Waheed
Mr. Osman Khalid Waheed
Mr. Omar Khalid Waheed
‘Ms. Munize Azhar Piracha
M. Faroeq Mazhar

Mr Nihal Cassim

Mr Shahid Anwar

D, IFavid Khan

vudi Committer

Mr Nihal Cassim

Mr. Farooq Mazhar

Mr. Shalid Anwar

Iir. Fand Khan
Invesiment Conmines
M. Faroog Mazhar

Mr Osman Khalid Waheed
Mr, Nihal Cassim

HE & RHemuoneration Comemiitey
Mi Shahid Anwar

M. Farvog Mazhar

Mr Nihal Cassim

D, Farid Khan

Seniar Manugeinent

Mr. Osman Khalid Waheed
M. Omar Khalid Waheed
Dr. Schail Manzoor

Mr. Anwar Khan

Mr. Alral Hussain

Syed Ghausuddin Saif

CHO & Company Secreary
Sved Ghovsuddin Saif

eadd uf Internal Audi

Mr Rizwan Hameed Rutt

Esternal Auditors

KPMG Taseer Hadt & Cao.

Chartered Acconntants

Taterual Auditors

Ernst & Young Ford Rhodes Sudat Hyder
Chartered Accountarnts

Runikers

Habib Bank Linnted

Allted Bank Limited

Hank Alfaluh Limited

HSHC Bank Maddle Dast Linuted
Barclays Bank PLC Pakistan
Legal Advisors

Khan & PMrachu

Regstered e

Ferozsons Laboratonies Lannted
197-A, The Mall, Rawalpindi
Rawalpindi-42000

Telephone: +92-51-4252155-57
Fax: +92-51.4252133
Fomnlzesi@fervzsons-labs.com

Chatrperson & Chief Excewmive
President
General Manager

Nominee of the NIT

O

Exccutive Mirector
Executive Durector
Executive Directon
Non-Executive Director
Nun-Excoutive [hrector
MNon-Executive Ditector
Independent Director
Independent Director

Chairman
Member
Member
Membrer

Charman
Member
Membir

Charman

Member

Member
tember

resadent

General Manager

Director Commerviil

Director Procurement

Director Export

CFO & Company Scuretary

Share Registrar

Corpliec Associates (Pvt) Limired
303-F, Juhar Town, Lahore
felephone: $92-42-35170336-37
Fax: -92-42-35170338

I actury

O, Ferozsons
Amangarh-Nowshern Khyber Pakhunkhwa
leiephone +U2-923-614295, 610159
Fax +92-923-611302

el Cetice

5.K.M - Sunder Raiwind Road
Opposite jtima Chowk, Raiwind
Telephone. +42-42-3G026700
Fax: +92-42-36026701-2

Sales OMfice Lahon

43-Al Noor Building

Bank Square, The Mall. Lithore
Ielephane: +92-42-37358 154
Fax: +92-42-373136380

Sales Office karachi

House No. 9, Block 778,

Magboal Cooperative Housing Society,
Shahrah-e-Fuisal, Karacli
Telephone: +92-21-34386852
Fax: +92-21-14386754

(The annual reports can be downloaded from Compnany's Website: www.[erozsons-luhs.com)
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(PERATING RESCLTS

Revenue - net 1Rs) | 950 1797 1437 1,273 1,035
GrossProft  {(Rs) i Lois A 730 63 5
I'eofit Before laxation o o - ERS_) T set Tast o as At a8 —__\11)
Profit After Tanation . _(R&) AN F T T
FINANCIAL POSITION

Share Capita] 2 257 250 208 174
*\{.‘ctmulal_._Lﬁﬁd_—_ I _-_-_i ‘I_‘J_. i.TI‘ii‘_-_'_ 1,_3-1?}"3_ T oer 796
Non CurrentAssers 1,559 1555 538 1.39] st
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PROFITABILITY RATIOS

Lirpss l"'v-:l ratio (%) )40 53,0%% 41 347 50.83% 49 73% 5382%
Net Frofit A!m ot Taox fu ‘;ale.s_— (%) Isd1. 209%%m 23AMW. 2ige6%  2RATH 21680
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Tntetest Cover T (Tines) T e 3T saus 13.85 6778 S804
COMSUOLIDATED

OPERATING RESULTS
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Gross Profit T s T R E Y 700 as
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We will grow to be the top or second-ranked company
in each targeted market segment,
on the strength of motivated employees, who see every day
as a new opportunity to earn customer trust and credibility.

- ///,‘,'_;/'r g2 C t//(//('zﬂ(';z/

We aim to improve the Quality of Life
through the ethical promotion and sales of
world class medicines at locally relevant prices.
In doing so we will:

Strive to provide best-in-industry
returns to our shareholders.

Be the Second to None in Employee Training,
Reward and Motivation.

Maintain the Highest Levels of Ethics
while focusing on building our portfolio
of Prescription Brands.
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the S8th Annual General Mecting (“the Meeting”) of FEROZSONS
LABORATORIES LIMITED (“the Company™) will be held on Friday. 24 October 2014 at 12:30 P.M. at
its Registered Office, 197-A, The Mall, Rawalpindi, to transact the following business:

Ordinary Business:

1. To confirm the Minutes of the Extra Ordinary General Mecting held on 26 June 2014,

2. Toreceive, consider and approve the audited accounts ol the Company together with the Directors” and
Auditors” Reports for the year ended 30 Jun 2014,

3. To approve final cash dividend of Rs, 9.00 per share ie. 90% as recommended by the Board of
Directors. It is in addition to the interim cash dividend of Rs. 3.00 per share 1.¢. 30% already paid to
the sharcholders, thus making a total cash dividend of Rs. 12.00 per share i.¢. 120% for the year cnded
30 June 2014,

4. To appoimnt auditors for the year ending 30 June 2015 and fix their remuneration. The present auditors
Messrs KPMG Taseer Hadi & Co., Chartered Accountants, retire and being eligible, offer themselves
for reappointment.

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

By arder of the board

Registered Otfice

197-A. The Mall

Rawalpindi (Syed Ghausuddin Sait)

15 September 2014 Company Secretary

Notes:

1. Closure of share transfer books
The Share Transfer Books of the Company will remain closed und no transter ol shares will be accepted
for registration from 21 October 2014 to 30 October 2014 (both days inclusive). Transfers received in
order at the office of the Company’s Share Registrar. CorpTec Associates (Pvt.) Limited, 503-E, Johar
Town, Lahere by the close of business on 20 October 2014 will be treated in time for the purpose of
payment of the [inal cash dividend. if approved by the shareholders.

2. Participation in the annual general meeting

A member of the Company entitled to attend and vote at this meeting 1s entitled to appoint another
member as his‘her proxy to attend and vote. Proxies n order to be effective must be received by the
office of the Company’s Share Registrar duly stamped and signed not later than 48 hours before the
time of the Mccling.
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CDC Account Holders will have to follow further under mentioned guidelines as laid down by
the Securities and Exchange Commission of Pakistan.

A) For attending the Mecting:
i In case of individuals. the account holder or sub-account holder whose registration delails

are uploaded as per regulations shall authenticate their identity by showing their original
Computerized National Identity Card (CNIC) or original passport al the time of attending the

meeting.

1. In case of corporate entities. the Board of Directors” resolut ion / power of attorney with specimen
signature of the nominees shall be produced (unless it has been provided carlier) at the time of
meeting.

B) For appointing Proxies:

L In case of individual. the account holder or sub-account holders whose registration details are

uploaded as per regulations shall submit the proxy torm as per the above requirements.

ii The proxy form shall be witnessed by two persons whose names, addresses and CNIC numbers
shall be mentioned on the form,

1. Attested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished
with the proxy form.

. The proxies shall produce their original CNIC or original passport at the time of meeting.
v I case of corporate entities, the Board of Directors’ Resolution/Power of Attorney with specimen

signature of the person nominated to represent and vote on behalt of the corporate entity, shall
be submitted (unless it has been provided carlier), along with proxy form to the Company.

Conformation of filing status of income tax return for application of revised rates pursuant to the
provisions of Finance Act, 2014

All members of the Company are hereby informed that pursuant to the provisions of Finance Act,
2014, Effective 01 July 2014, the rates of deduction ol income tax under section 150 of the [ncome Tax
Ordinance, 2001 from dividend pavment have been revised as follows:

| | Rate of tax deduction for filer of income tax returns [ 0%

2 Rate of tax deduction for non-tiler of income tax returns 15%

Members of the Company are therefore requested 1o update their tax paying status by sending followmng
detail on the registered address of the Company and the members who have deposited their shares into
Central Deposttory Company of Pakistan Limited (CDC) are requested to send a copy of detail regarding
tax payment status also to the relevant member stock exchange and CDC if maintaining CDC investor

account.



CNIC # Income Tax return
Folio/CDS [D/AC # Name National Tax # (in case of for the year 2013
mdividuals) filed (Yes or No)

The information may be sent at the registered postal address of the Company or at the following email
address: csteferozsons-labs com

The above mentioned information would enable us to process the dividend payment according to the
taxpaying status ol the members.

The “Income Tax Return Filing Status™ form is enclosed to facilitate shareholders to provide detail
regarding national tax number and confirmation tor filing of income tax return.

Payment of cash dividend clectronically (e-dividend)

[n order to establish a process for cash dividend pavment where dividends can be paid more efficiently
to shareholders, Securities and Lxchange Commission of Pakistan (SECP) has envisaged e-dividend
mechanism, Under this mechanism amount ol dividend will be ¢redited electronically into the account
of shareholders. New method of payment will eliminate the chances of dividend warrants getting lost
in the post, returned undelivered or delivered on wrong address, SECP has advised all Listed companies
to adopt e-dividend mechanism due 1o benefit it entals to their shareholders,

The Company has requested its shareholders through letters and notices 1o send mandate instruction
by tilling the mandate form to opt for the dividend mandate option. We again request you to provide a
dividend mandate in favor of e-dividend by providing duly filled and signed dividend mandate form,

The dividend mandate form is again enclosed 1o faiciltae sharcholders to opt the mandate option and provided
required information to make payvment of cash dividend through direct eredit to shareholder s bank account.
The dividend mandate form is also available at Campany’s website www. ferozsons-labs.com

CDC account holders are requested to submit their mandate instruction to the relevant member stock
exchange and CDC if maintaining CDC investor account.

Submission of computerized national identity card (CNIC) for payment of final cash dividend 2013-14
The directive of SECP contained in SRO B3| (1) 2012 of 5 July 2012, provides that the dividend warrant
should bear the Computerized National Identity Card (CNIC) number of the registered member, CNIC
number of the members is therefore, mandatory tor the issue of future dividend warrants and in the
absence of such information, payment of dividend may be withheld. The Company has requested its

shareholders thought letters and notices to provide attested copies of their valid CNICs.

The members who have not yet provided their € NICs are once again advised to provide attested copy
of their valid ONICs 1o ensure timely disbursement of the dividend.

Change in address
The members are requested to promptly notify any change in their addresses.

Audited accounts of the Company for the vear cnded 30 June 2014 have been provided on the website
www.ferozsons-labs.com
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DIREC TOR'S REPORT TO SHAREHOLDERS
FOR THE YEAR ENDED 300 JUNE 2014

We are pleased to present the 58th Annual Report which includes the Audited Finaneial Statements ol your
Company for the financial year ended 30 June 2014 along with the Consolidated Financial Stutements ot its
subsidiartes. BF Biosciences Lumited and the Farmacia retail venture.

Your Company’s Individual and Conselidated Financial Resulls

A summary of the operating results for the year and appropriation of the divisible profits as compared to

last year are given below:

Individual Consolidated
2014 2013 2014 2013
( Rupees ut thousunds)

Profit before tax S67.075 450918 | 760,720 523,028
Taxation : (149,547) (42337) | (208.357)  (56.049)
“Profit after tax 417,528 408,581 5S2.163 466,380
Profit available for appropriation 2039310 U882 2289473 2.061.030
Appropriations

Interim cash dividend Yor the FY 2014 4 Rs. 37 share

(FY 2013: Nil) (20.361) (90.501) .
Finul cash dividend for the FY 2014 e Rs. 97 share

(FY 2013; v Rs. 7rshare) (271.682) (211308} (271.6K2) (211.308)
We are happy 10 report that despite the challenges o the economy Net Sales (Rs. Million)

and the pharmaccutical industry in particular. the Net Sales of your

Company closed at Rs. 2.335 Million, with a strong growth of 30% ¢y 2014
over the Hgure of Rs. 1.950 Millien achieved in the previous year. This o0 o
strong growth was driven by a healthy 14% growth i our branded
pharmaceuticals portfolio, bolsiered by exceptional growth n our

medical devices business.

Consolidated Net Sales of the Company grew by 33 o Rs, 3,832
Million for the vear ended June 30, 2014, from Rs, 2.879 Million

F¥ 2012

Fy 2011

Fy 2010

FY 2009

achicved last year. The company s subsidiary, BF Biesciences Limited.
also achieved # strong growth of 42% during the year under review, ¢closing the year at Net Sales of Rs. 1.262

Million.
Profit After Tax (Rs. Million)

FY 2014
Fy 2013
FY 2012
Fy 2011
FY 2010

Fy 2009

Owing 1o the continued rise in the cost of inpuls and a change in the
divisional sules mix. our ¢ost of sales increased by 33%, mare than the
sales growth. As a consequence, GP margmns for the company croded

shizhtly

Profit from Operations stood at Rs, 384 Million, an improvement off
26% over the previous year, The Net Profit After Tax (NPAT) of the
Company closed at Rs. 418 Million, just 2% higher than the figure
of Rs. 409 Million achieved lust vear. The marginal growth in net



profits is due to impact of tax provisions for the vear considering the fact that till last year carried forward tax
adjustment were still available from prior yvears, alter the expiration of tax reliel provided by the government
to terrorist-hit areas in the Khyher Pakhtunkhwa

Consolidated Net Profit of the Group grew by 8% to Rs 552 Million,
Cash and cash equivalent of your Company inereased by Rs. 560,88 Million (2013: Rs. 8.90 Million) during
the year. Cash flows generated from operating activities increased by Rs. 221 Million.

Kev Chperating and | neial a
A summary of key operating and financial data of the mdividual and consolidated financial statements for
the last six vears ts annexced.

Earning Per Share { Rs.)

Based on the net profit for the vear ended 30 June 2014 the earnings  Fv 2014
per share (EPS) stand at Rs. 13.83 per shave. compared 10 prior year ¢y 043
adjusted EPS of Rs. 13.54 on capital o' Rs, 302 Million. Consolidated

carnings per-share increased from Rs. 15,07 last year to Rs, 1741 for e
the vear under review FY 2011
Future Outlook FHeRT

FY 2009

|
!
|
i
|
i

We are pleased to inform our shareholders that the company has

entered into a significant agreement with Gilead Seiences. Ine.. USA,

1o be its exclusive branded medicines business partner for Pakistan. Gilead is one ol the world’s fastest
growing biopharmaceutical companies. with a portfolio that covers diseases including viral hepatitis and
HIV.  Ferozsens will market and distribute (n Pakistan the following Gilead medications post-approval:

*  Sovaldi® for the treatment of chronic hepatitis C as a component of a combination antiviral treatment.

o  HIV therapies Viread® (tenofovir disoproxil fumarate). Truvada® (emtricitabine/tenofovir disoproxil
fumarate) and the newer single tablet regimen Stribild® (elvitegravir 150 mg/cobicistat 150 mg/
emtricitabine 200 my/tenofovir disoproxil fumarate 300 mg)

= Viread® for its indication as a teeatment for chronic hepatitis B virus (HBY) infection.

Stribild and Sovaldi are pending registration in Palistan. The registration application for Sovaldi was
submitted in May 2014, with the request for an aceelerated review on the basis of medical need. In addition
to distributing branded Gilead medicines, Ferozsans will manage regulatory and pharmacovigilance
activities (such as adverse event reporting), as well as broader medical education initiatives,

[his agreement marks a very important milestone in our commitment to helping reduce the burden of liver
disease in Pakistan. Directly acting antiviral agents like Sovaldi ® mark @ paradigm shift in the treatment
landscape for diseases like Hepatitis C,which allects over 10 million people in the country. We look forward
to bringing these new innovations to patients in Pakistan,
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The Directors have recommended a final cash dividend w0 Y0%,

5

Cash Dividend per share (Rs.)

(Rs. 9 per share). Added 1o the interim cash dividend of 30v,  FY2014
declared and patd carlier during the vear, this would amount 1o FY 2013
atotal payout of 120% tor the year ended 30 June 2014
¢ total pryout o o 1 e yewr ended 30 June Fv2012 |
These appropriations will be accounted for in the subsequent FY 2011 P
tjn;u'nu;:l hlflh‘l‘l"lt.‘llll}-'. n v:_uPupI‘i'..tlicc with the revised Forth FY2010 | O
Schedule of the Companies Ordinance, 1984,

FY 2009 .

The Bowrd of Directors of vour Company is committed 1o the principle of good corporate minagement
practices. The Management of Company is continuing to comply with the provisions ot best practice set out

in the Code ol Corporute Governance.

As per the requircments of the Code of Corporate Governanee, following specific statements are being

given hereunder:

The financial statements prepared by the management of the Company present its state of affairs fairly,
the results of its operations, cash flows and changes m cquity.

Proper books of account of the Company have heen mamtamed.

Appropriate Accounting Policies have been consistently applied in preparation of the company’s
financial statements which confom to the approved accountmyg stendards as applicable in Pakistan.

The International [inancial Reporting Standards (IFRS), as applicable in Pakistan, have been followed
in preparation of financial statements and any depacture therefrom has been adequately disclosed and
eaplamed.

The systems of internal controls are sound w design and have been effectively implemented by
the management and monitored by the internal auditors as well as Board of Directors and the audit
Committee. The Bourd reviews the effectuveness of established internal controls through the Audit
Committee and suggest, whenever required, further improvement in the internal control system.

There are no signilicant doubts upon the Company s ability to continue as a going concern.

Ihere has been no material departure from the best practices of Corporate Governance as detailed in
the Listing Regulations.

The Company does not envisage corporate restructuring or discontinuation of its operations in the
foreseeable future,

All major Government levies in the normal course of business, payable as on 30 June 2014 have been
cleared subsequent 10 the year end.

During the year, the company has complied with all applicable provisions, filed all returns/forms and
furnished all the relevant particulars as required under the Companies Ordinance, 1984 and allied rules,

ik
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the Sccurities and Exchange Commission of Pakisran (SECP) Regulations and listing requirements.

The values of investments of employees” provident fund based on latest audited accounts as of 30 June
2013 are Rs. 217 million.

Corporate Social Responsibility (CSR)

As a socially responsible compuny, we are conumtted to mvesting m the uplift of the communitics we
work in The company supports primary education w Pakistan through the Cinzen Foundatuon (TCF), as
well as supporting need-based scholacships for undergaduate students at Pakistan’s premier university, the
Lahore University of Management Sciences (LUMS) through its National Outreach Programme (NOTP).
The company’s subsidiary, BI Biosciences Limited, runs an mnovative partnership with the National
College of Arts (NCA). Under this partnership, titled Art for Humanity, 3rd yvear students collaborate with
the company to make an art intervention wimed at improving the environment for patients at publhic sector
hospitals, while the company supports need-based schiolarships for students at the College.

Humean Resouree Development

We take pride in our commitment to ensure that all emplovees are treated with dignity and respect. We are a
company that continugusly strives o develop an environment where cach employecs s recognized and valued,
thus achieving an organization culture where every cuployee demonstrates a behiet i Company’s Mission.
Vision and Core Values. The crux of our Human Resource Strategy is to invest in the development of ow
employees as a means to achieving operational excellence for Company and value creation for sharcholders.

We strive to offer market competitive remuneration packages and incentives for our employees not only
o attract but also to retain the competent and specialized human resources. Motvational events are
also organized to acknowledge and honor the best poerformers and high achievers. We stnive 1w achieve
harmonious and cordial industral relationship amone our workers.

We have intiated an emphasis on Succession Planning for our key positions hence we recruit, develop
and promote our employees for more challenging roles and responsibilitics. We ensure that our external or
m-house traming arrangements are made with a focus on improving the knowledge, skill levels and sclf-
development of employees,

Mectings of the Board ol Dircetors

The information regarding the meetings of the board of directors held during the vear ended 30 June 2014

15 annexed,
Return on Equity (%)

FY 2014 -_' Y.L -

The 1ssued, subscribed and paid up capital ot the Company asat gy 2013
30 June 2014 was Rs. 302 Million. The statement indicating the
number ol sharcholders as on 30 June 2014 and their categories

Share ( apital and Pattern of Sharceholdino

Fy 2012

forming the pattern of sharcholding as required under the Code  Fy 2011
ol Corporate Governance 15 annexed, FY 2010

o

FY 2009
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Risk Manaecmient

Like any corporate entity our Company is susceptible to various business risks. Our nsk management
approach is primarily based on understanding. identifying, assessig and then priortizing risk areas in order
to mitigate these risks through evolving operational strategies.

The following are some of the primary risks being faced by our Company:

«  FEconomic and political risks: The cver changing ccononuie and political condition in our country has
exposed our Company to this risk as well. Tn order to mitigate this nisk the management monitors the
financial market conditions and political chimate very clusely and appropriate actions and strategies arc
discussed at stategic management level 1o counter unfavorable situations.

+  Competition risks: Due 1o the weak regulatory controls over illegal and low quality imports, the
Company is exposed to higher competition risks. [n order to mitigate these risks our Company is
in continuous lobbymg Tor improved Government regulations and policies while internally adopting
plans for an optimum product mix.

«  Supply chain risks: The whole supply chain process plays a pivotal role in day to day operations of
the Company. We are mitipating this risk through comprehensive production planning and itegrating
it with the sales {orecasting and ordering system

«  Information technology risks: The I'l in current era has always been a backbone of a Company and
we are well aware that any Il tailure, short or long term. could adversely affect the operations of the

Company. The Company is constantly improving its 1T wfrastructure to keeping in mind the future
needs ol Company.

e Financial risks: These are the risks that are directly attributable to the financial viabilty of the
Company. These hiave been claborated m detail in note 38 of the financial statements

Yuditors

The Auditors Messer KPMG Taseer Hadi & Co., Chartered Accountants retire and offer themselves for
reappointiment for the financtal year ending 30 June 2015,

‘hraetion

We are thankfiul 10 all our members, exceutives, workers and business partners for their efforts and support
in achieving these results and growth of Company.

We are especially thank ful to our most valued customers for their continued trust and support

On behalf of the Board

l.ahore (Mrs. Akhter Khalid Waheed)
15 September 2014 Chairperson & CEQ

()



DATES AND ATTENDANCE OF BOARD MEETINGS
HELD DURING THE YEAR ENDED 30 JUNE 2014

Atotal of Five Board Meetings were held during the Finuncial Year 2013-2014 on the following dates:

24 September 2013
26 October 2013
24 February 2014
21 April 2014

26 June 2014

The detail of attendance by Direclors is as under:

Director

Mrs. Akhter Khalid Waheed
Mr. Osman Khalid Waheed
Mrs. Munize Azhar Piracha
Mr. Omar Khalid Waheed
Mr. Farooq Mazhar

Mr. Nihal Cassim

Mr. Shahid Anwar

Dr. Farid Khan

Leaves of absence were granted n all cases 1o Directors.

Lahore
15 September 2014

Number of meetings attended

B2 e e oLh LA Lh Ln

On behalf of the Board

(Mrs. Akhter Khalid Waheed)
Chatrperson und CLO
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KPMG Taserr Hadl & Co. Telephone + 92 (421 3579 0S01-6
Chanterad Accountants Fax + U2 (42] 35749 0907
2o Floor, Inteene wWww.Ramg com pk

Servis House
2-Main Gulberg Jail Road
Lahore Pakistan

Review Report to the Members on Statement of Compliance
with the Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the hest practices contained in the Code of
Corporate Governance (the Code) prepared by the Board of Directors of Ferozsons Laboratories
Limited (“the Company™) for the year ended 30 June 2014 1o comply with the requirements of Listing
Regulation no 35 of Karachi, Lahore and Islamabad Stock Exchanges where the Company is listed.

The responsibility for compliance with the Code s 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 highhght any non-compliance with the requirements of the Code A review
is himited primarily to inquiries of the Company personncl and review ol various documents prepared by
the Company o comply with the Code.

As a parl of our audit of linancial statemenis we are required 1o obtain an understanding of the accounting
and internal control systems sulTicient to plan the audit and develop an effective audit approach. We are
not required to consider whether the Board of Director's statement on internal control covers all risks and
controls or to form an opinion on the effectiveness of such imernal controls, the Company's corporate
governance procedures and risks

[he Code requires the Company o plags before the Audit Committee, and upon recommendation of the
Audit Commutiee, place before the Board of Directors for their review and approval of its related party
(ransactions distinguishing between transactions carried out on terms equivalent to those that prevail in
arm's length transactions and transactions which are not exceuted at arm’s length price and recording
proper justification for using such aliernaie pricing mechanism. We are only required and have ensured
compliance of the requirement to the extent of the approval of the reluted party transactions by the Board
of Directors upon recommendation of the Audit Commiuee. We huve not carried out any procedures to
determine whether the related panty transactions were under taken at arm's length price or nat.

Based on our review, nothing has come o 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 vear ended 30 June 2014

o bannn b e
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KPMG Taseer Hadi & Co,

Further, we highlight below instances of non-compliance with the requirements of the Code as reflected
in the paragraphs 9 and 23 where these are stated in the Statement of Compliance.

[ S. No. Paragraph | Description
reference
i. 9 All directors meet the exemption requircment of the directors’ training
program except onc who did not contest for election of directors in the
elections held on June 26, 2014,
i 23(a) | The office of chairperson and chicf executive of the company is being held
by Mrs. Akhter Khalid Waheed who is not a non-executive director,
However the roles and responsibilities of Chairperson and Chief Executive
have been separately outlined
iii, 23(b) The chairman of the audit committee is not an independent director.
Lahore: KPMG Taseer Hadi & Co

Date: 15 September 2014

Chartered Accountants
(Kamran Igbal Yousafi)
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STATEMENT OF COMPLIANCE
WITH THE CODE OF CORPORATE GOVERNANCI
FORTHE YEAR ENDED 30 JLNE 2014

This statement is bemng presented to comply with the Code of Corporate Governance contained in the listing
regulation of the Karachi, Lahore and Islamabad Stock Exchanges for the purpose of establishing a framework
of pood corporate governance, wherchy i listed company is managed in compliance with the best practices

of corporate governanee.

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

S

The company encourages representation of mdependent non-excentive directors and directors
representing munority interests on its board of directors. At present the board includes:

] C;ncgnr}' Names _ |
} Independent Director Mr, Shahid Anwar

' Dr. Farid Khan
i Executive Dircctors | Mrs. Akhter Khalid Waheed -

Mr Osman Khalid Waheed
Mi. Omar Khalid Waheed
Non-Executive Directors ' Mrs. Munize Azhar Piracha
Mr. Faroog Mazhar

| Mr. Nihal Cassim |

The independent directors meets the criteria of independence under clause i (b) of the CCG.

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

All the resident directors of the Company are registered as Taxpayers and none of them has defaulted in
payinent of any loan to a banking company. a DFL or an NBFL or, being a member of stock exchange,
has been declared as a defaulter by that stock exchange.

No casual vacaney has oceurred on the Board of Dirvetors during the year ended 30 June 2014,

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 @ vision/mission Statement, overall corporate strategy and significant policies
of the company. A complete record of particulars of sigmficant policies along with the dates on which
they were approved or amended has been mamtained.

All the powers of the Board have been duly exercised and decisions on material transactions, including
appointiment and determination of remuneration and terms and conditions of employment of the CEQ,
other exeeutive and non-executive directors. have been taken by the board/shareholders.
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10.

17,

9.

20.

The meetings of the Board were presided over by the Chairperson and, in her absence, by a director
elected by the board for this purpose and 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 mectings, The minutes of the meetings were appropriately recorded and circulated.

All directors meet the exemption requirement ol the directors’ training program except one who did
not contest for election of directors in the elections held on 26 June 2014

The beard has approved appointment of CFO, Company Seeretary and Head of Internal Audit, including
their remuneration and terms and conditions of ciuployment.

The directors” report for this year has been prepared in compliance with the requirements of the CCG
and fully describes the salient matters required to be disclosed.

The financial statements of the company were duly endorsed by CEO and CFO before approval ol the
board.

The directors, CLO and executives do not hold any interest in the shares of the company other than
that disclosed in the pattern of sharcholding.

The Company has complicd with all the corporaic and financial reporting requirements of the CCG.

I'he board has formed an Audit Committee. It comprises tour members, of whom two are independent,
two are non-executive directors and the chairman of the committee 1s a non-exceutive dircetor,

The meetings of the Audit Committee were held «t least once every quarter prior to approval of interim
and tinal results of the Company as required by the CCG. The terms of reference of the committee have
been formed and advised to the commuittee tor compliance.

The board has lormed a Human Recourse and Remuneration (HR&R) Committee. [t comprises four
members, of whom twe are independent. twe e non-executive directors and the chairman ol the
commiltee is an independent director.

The board has outsourced the internal audit function to Erst & Young Ford Rhodes Sidat Hyder,
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 conlinmed that they have been given a satisfactory rating
under the quality control review program of the 1CAP. that they or any of the partners of the firm. their
spousces and minor children do not hold shares of the Company and that the firm and all its partners
are in compliance with International Federation off Accountants (1FAC) guidelines on code of ethics as
adopted by the ICAP.

The statutory auditors or the persons associated with them have not been appointed to provide other
services except n accordance with the listing regulations and the auditors have confirmed that they
have observed IFAC guidelines in this regard.
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21. The “closed period” prior to the announcement of interimyfinal results, and business decisions, which may
materially affect the market price of company’'s securitivs, was determined and intimated to directors,
employees and stock exchanges.

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

23, We confirm that all other material principles cnshrined in the CCG have been complied with except
for the followings:

a. The office of chairperson and chief executive of the company is being held by Mrs. Akhter

Khalid Waheed who is not a non-cxecutive director; However the roles and respensibilitics of

Chairperson and Chief Executive have been scparately outlined: and

b. The chairman of the audit committee is not an independent director.

On behalf of the Board

[ .uhore (Mrs. Akhter Khalid Waheed)
15 September 2014 Chairperson & CEO
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Auditors' Report to the Members

We have audited the annexed balance sheet of Ferozsons Laboratories Limited
(“the Company™) as at 30 June 2014 and the related profit and loss account,
statement of comprehensive income, cash tlow 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 intemmal 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) in our opinion, proper books of account have been Kept by the Company as
required by the Companies Ordinance, 1984,

b) in our opinion:

i) 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 1n agreement with the books of account and are further in
accordance with accounting policies consistently applied;

ii) the expenditure incurred during the year was for the purpose ol 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:

I fef
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d)

KPMG Taseer Hadi & Co

in our opinion and to the best of our information and according to the
explanations given to us, the balance sheet, profit and loss account, statement of
comprehensive income, cash flow statement and statement of changes in equity
together with the notes torming 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 30 June 2014 and of
the profit, its comprehensive income, its cash flows and its changes in equity for
the year then ended; and

in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance.
1980 (XVIII of 1980) was deducted by the Company, and deposited in the
Central Zakat Fund established under section 7 of that Ordinance.

AAIS T — v

Date: 15 September 2014 KPMG Taseer Hadi & Co.

Chartered Accountants

Lahore (Kamran Iqbal Yousafi)



BALANCE SHELT AS

M4 2013
Nute Hupees Rupees
EOQUITY AND LIABILITIES
Shrare capitad and rescrves
Authorized share capital
30,000,000 (2013 50.000.000) ordinary
shares of Rs. [0 euch SO0, D010 500,000,000
Issued. subscribed and paid up capital o 301.868,410 JOLB65 410
Capital reserve 5 121,842 321,543
Accumulated profit 20393103306 [ Y18.84]1.956
2,341 ,51H),589 2,221.032.209
Surplus oo revaluwstion of properts.
plant and cquipment f 373,911,365 378.719.924
Non curient linbitisios
Deferred taxation 7 15,796,621 41714772
Current Hahilities
Trade and other payubles & owes2s33 | [ 274,987,658
Short term borrowings - secured Y , B 1 695,869
3V 825313 275.683,527
Contingencies and commitments 1
1153033903 2017,150432

The annexed notes from | to 41 form an integral part of these financial statements.

Lithore
15 September 2014 Director
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AL 3DJUNE 2014

ANSETS

N o= irrettl gaseis

Property. plant and equipment
Intangible asscts

Long teem investments

[Long terin loan - unsecured

Long term deposits
L

Current assers
Stores, spare parts and loose tools
Stock in trade
Trade debts - considered good
Current portion of long term loan
Loans and advances - ¢considered good
Deposits and prepayments
Mark-up accrued
Other receivables
Short term investments
Advance tax - net
Cash and bank balances

Nate

1
12
13
14

i6
{7
{4
/8
19

20

ba
o

2014 2013
Rupees Rupees
113618145 1.083,988,968

35,3181 1,884,709
227,255,201 224,732,076
275.000,000

1786, 100 3,786,100
1,367.278.139 1,589,391,853
14.977.483 8,089,204
046.619.79 566,590,600
145.064.372 139,090,930
100,000,000 50,000,000
20.239.144 14.914.151
25,094,830 22944037
4.421.701 8,765,865
.966,227 16.911,522
718,578,075 398,852,989
2 073.122 33,755.110
104,120.993 67.244,111
1.785.755.704 [327.758.579
153,033,903 2.917,150,432

Chairperson & CEO
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PROVFITAND LOSS ACCOUNT

FORTHE YEAR ENDED 30 JUNI 2014

Revenue - net
Cost of sales

Ciross profit

Administrative expenses

Selling and distribution expenses
Finance cost

Other expenses

Other income

Profit before taxation

Taxation

Profit after taxation

Earnings per share - bastc and diluted

Note

2014

Rupees

2.534,928.325

(1.231.294.748)

(160.493,145)
(600, 132.025)
(17.083.724)
(34.558.644)
95,711,404
567.074.847

(149.546,613)

117,528,234

| 5 )tt

2013
Rupees

1,950.214,57
(914,751,938)

1.035,462,633

(140,304, 385)
(480,110,368)
(11.751.809)
(32,712,047)
86,334,057

450.9218,081

13.83

‘The annexed notes from | to 41 form an integral part of these financial stutements.

Lahore
|5 September 2014

Chairperson & CLO



STATEMENT OF COMPREHENSIVE INCOMI
FORTHE YEAR ENDED 30.0UNE 2014

2014 2013
Rupecs Rupees
Profit after taxation 417.528.234 408.581.375
Other comprehensive imcome for the year - net of tix -
|'|rf.1|\'nll'l[n‘i_-iu':;-\i\a' income for the seanr 417.528.234 408.581.375

The annexed notes from | to 41 form an integral part of these financial statements.

Lahore
15 September 2014 Director Chairperson & CEO
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CASH FLOW STATEMEN']
FORTHE YEAR ENDED 30 JUNE

h ' i g aoIivities
Profit before taxation
Adjustments tor:
Depreciation
Amortisation
Gain on disposal of property. plant and equipment
Finance costs
Pravision for Workers™ Prefit Participation Fund
Provision Lor Workers' Welfare Fund
Provision for Central Research Tund

Gain on re-measurement of short serm mvestments to e value

Gain on sale of short term nvestments

IProlit on bank deposits, commissions and lease rental income

Markup on long term loan
Share in profit (lossior Fanmucia

Cash generated from operations before working capital changes

Effect on cash fluw due to working capital chunges
Increase i current oysels
Stores. spare parts and loose tools
Advances. deposits, prepavinents and other receivibles
Stock in trade
Tragle debts - considered gowd

Dnicrease in curvent labilitiey

Trade and other pavables
Cash generated from operations
Fuxes paid
Workers™ Profit Participation Fund pand
Waorkers' Welfare Fund puid
Central Research Fund pad

Net cash genemted I'rum upemtmg uctivities

C.lp tal expenditure incurred

Proceeds from sule of property, plant aud equipment

Interest meome recenved on long term loan

Protit on bank deposits, commissions and lease rental income
Long term loan

Acquisition of short term investments

Long term deposits

\icl cash um:d m investing activities

IR'.[“.\mcnl} receipts ol -hml term borrowings
Dhvidend paid

Finance cost paid

Net cash used in financing activities

Netincerease in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end ol the vear

The annexed notes from | to 41 form an integral part of these Hiancal statements.

[.ahore

15 September 2014 Directon

Nore

2014
20104

Rupees
GTNT4.847

gy ‘{! "'lll
. 1.829,328 |
{(12.923.420
17,088,720 |
M55, 148
I.572.8986 |
06,152,555
136059419
| {1,27K.291)
(SNL384)
(26609 083) |
| 2523028
.‘\:h.lr.'::‘ih.-'_"

053.697.714

(6288219
3409489 |
| ish ll"ll | g7
(6573 442 |

(RTA21.369)

87210216
651487561
(113, 782 ‘M}

(22.610.064) |

| (7.945921)

(4.384.728)

[[-l‘\“u 477)

04504084

[ 188.702.098)
[9.93 ] 848
J0.953.247 |

80,554 [

225000000

(282.386.6h70)

| - |

(623 n"w
T (BUS.8G9) |
| |_'N‘J_Hh1.h'll.1||
(12.514,948)
(33003 -II !

6.8 ’;‘\"F’
67,244,111

III_I 120 ‘J','h

)

-/

2013
Rupees

450.918.081

[ 76170298
1829328
(4.398,187)
11.751.809
19864804
7945921
4,554,728
(29380080
(18,324.933)
(38,51 ¥.275)
4,488,438
33,782,831
486,700,912

(2.436.142)
(14,093.231)
(131,137,133
| 32.756.323)

(200.432.529)

$2.077.295
138,345,338
(27.005,2%3) |
(16.703.797)
(6,556.251)
L (4.267418)
[54.532.749)
283.512.589

(168,296, nl)'
6,281,803
42,343,700
’ 18,524,953
SOL.000.000
{95.608.381)
L (189.500) |
(146,893,116)
-

T aYsAGY |
{121,36:4,347)
‘ (7,350.848)
(128.019.326)

8,899,147
58344 964

67,244,111

Chairperson & CEO



STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2014

Share Capital  Accumulated Total
capital reserye profit
- Rupees
Balance as at 30 June 2012 287,493,720 121,843 1.648.521,379  1,936,336,942
Total comprehensive income for the year - - 408.581.375 408,581,375
Surplus transferred to accumulated profit:
- on account of incremental depreciation charged
during the year - net of tax - - 3,486,066 5486,000

Transactions with owners of the company:
-Final dividend for the vear ended 30 June 2012
at s, 4.50 per share

- - (129.372,174)  (129,372,174)

Bonus shares issned at 5% for the vear ended

30 June 2012 14,374.690 - {14.374,690)
14,374,690 - (143.746,804) (129,372,174)
Balance as at 30 June 2013 1868410 321,843 1,918.841.956  2.221,032,209
‘Total comprehensive income for the year - 417,528,234 417.528,234

Surplus / deficit transferred to accumulated profit:
-on account of incremental depreciation

charged during the yvear - net of tax - - 3.570,467 5,570.467
-on account of disposal of fixed assets
during the vear-net of tax - - (761,911) (761.911)
- 4,808,350 4.808,556
Transactions with owners of the company:
-Final dividend for the year ended —
30 June 2013 at Rs. 7 per share B (211,307.887) (211,307,887)
-Interim dividend for the year ended
30 June 2014 at Rs, 3 per share - - (90.560.523)  (90,560,523)
- (301,868.410) (301.868.410)
Balance as at 2 June 20104 W SoR 410 321.842 Y0 310,330 2341500589

The annexcd notes from | 1o 41 form an integral part of these financial statements

[.ahore
15 September 2014 Director Chairperson & CLO



o

‘s

ted

NOTES 1O THE FINANCIALSTATEMENTS
FORTHE YEAR ENDID 30 JUNE 2014

Reporting entity

['erozsons Laboratories Limited (“the Company™) was mcorporated as a private limited company
on 28 January 1954 and was converted into a public limited company on 08 September 1960, The
Company 1s listed on the Karachi, Lahore and Islamabad stock exchanges and is primarily engaged in
the imports, manufacture and sale of pharmaceuticals products. Its registered otfice is situated 4t 197-
A, The Mall, Rawalpindi and the factory is located at Amangarh, Nowshera. Khyber Pakthoon Khwa.

Basis of preparation

Separale hnsincial statements

These financial statements are the separate financial statements of the Company in which
investments in subsidiaries and assoctates are accounted for on the basis of direct equity interest
rather than on the busis of reported results and net assets of the mvestee. Consolidated financial

statements of the company are prepared separately.

The Company has following major investments:

Name of the company Shareholding
- BF Biosciences Limited 800
- Farmecia 080

Statement of compliance

These financial statements have been prepared in accordance with the approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such
International Financial Reporting Standards (1FRS) issued by the International Accounting
Standards Board and Islami¢ Financial Accounting Standards (IFAS’s) issued by the [nstitute
of Charetered Accountants ol Pakistan as notified under the provisions of the Companies
Ordinance, 1984, provisions of and directives issued under the Companies Ordinance, 1984, In
case, the requirements differ, the provisions or directives of the Companics Ordinance, 1984,
shall prevail.

Standards, interpretations and amendment< to published approved accountinge stand:ards
Sew standards, ammendments o approsycd accounting standards and interpretations
which bevame effective during the vear e d 3 June 2014

During the vear certain amendments to standards or new interpretations became eftective,
however, the amendments or interpretation did not have any matenal ¢tfeet on the tinancial
statements of the Company.




)1’

I he following standards, amendments aond int rpretations ol approved accounting

standards »ill be effeetive for accounting periads bhezimning on o alter 01 July 2004

IFRIC 21- Levies "an Interprelation on the accounting for levies imposed by governments’
{effective Tor annual periods bezinning on or after | January 2014). The Interpretation clarifies
that the obligating event that gives risc to a liability to pay a levy s the activity deseribed in the
relevant legislation that triggers the payment of the levy. The interpretation is not likely to have
an impact on the Company’s financial statements.

Offsetting Financial Assets and Financial Liabilities (Amendments to IAS 32) — (effective for
annual periods beginning on or after | January 2014). The amendments address mconsistencies
in current practice when applying the offsetting criteria in IAS 32 Financial Instruments:
Presentation.  The amendments clarify the meaning of “currently has a legally enforceable
right of set-oft™: and that some gross settlement systems may be considered equivalent to net
settlement. The amendments are not likely to have a material impact on the Company’s financial

statements

Amendment 1o 1AS 36 “Impairment of Assets”™ Recoverable Amount Disclosures for Non-
Financial Assets (effective for annual periods beginming on or after 1 January 2014). These
narrow-scope amendments to IAS 36 lmpairment of Assets address the disclosure of information
about the recoverable amount of impaired assets il thal amount is based on far value less
costs of disposal. The amendments are not likely to have a matenal impact on the Company’s
financial statements.

Amendments to 1AS 39 “Financial Instruments: Recognition and Measurement™ Continumg
hedge accounting after derivative novation (etlective for annual periods beginning on or after
| January 2014). The amendments add a limied exception to [AS 39, to provide reliel from
discontinuing an existing hedging relationship when a novation that was not contemplated n
the original hedging documentation meets specific criteria. These amendments are not likely to
have an impact on the Company s financial statements.

Amendments 1o 1AS 19 “Employee Benefits™ Employee contributions — a practical approach
(effective forannual periods beginning on orafter | July 2014). The practical expedient addresses
an issue that arose when amendments were made i 2011 to the previous pension accounting
requirements. The amendments itroduce a rehiet that will reduce the complexity and burden
of accounting for certain contributions from employees or third partics. The amendments
are relevant only to defined benefit plans that involve contributions from employees or third
parties meeting certain eriteria. The amendments are not likely to have i material impact on the
Company's financial statements

Amendments 1o TAS 38 Intangible Assets and 1AS 16 Property. Plant and Equipment (effective
for annual periods beginning on or after | January 2016) introduce severe restrictions on the
use of revenue-based amortization for intangible assets and explicitly state that revenue-based
methods of depreciation cannot be used for property. plant and equipment. The rebuttable
presumption that the use ol revenue-based amortization methods for intangible assets 1s
inappropriate can be overcome only when revenue and the consumplion of the economic

e
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benefits of the intangible asset are “highly correlated”, or when the intangible asset is expressed
as a measure of revenue. The amendments are not likely to have an impact on the Company’s
financial statements,

[FRS 10 ~Consolidated Financial Statements” — (cffective for annual periods beginning on
or after | January 2015) replaces the part of 1AS 27 "Consolidated and Scparate Financial
Statements. IFRS 10 introduces @ new approach to determining which investees should be
consolidated. The single model 1o be applicd in the control analysis requires that an investor
controls an investee when the investor is exposed. or has rights. to variable returns from its
involvement with the investee and has the ability to alfect those returns through its power over
the investee. ITRS 10 has made consequential changes to TAS 27 which is now called *Scparate
Financial Statements” and will deal with only separate financial statements. The standard is not
likely to have a material impact on financial statements of the Company.

[FRS 11 *Joint Arrangements” {effective for annual periods beginning on or after [ January
2005) replaces TAS 31 “[aterests in Joint Ventures™. Firstly. it carves out, from TAS 31 jointly
controlled entities. those cases in which although there is a separate vehicle, that separation is
ineffective in certain wavs. These arrangements are treated similarly to jointly controlled assets/
operations under IAS 31 and are now called joint operations. Secondly, the remainder of TAS
31 jointly controlled entities, now called joint ventures. are stripped of the free choice of using
the equity method or proportionate consolidation: they must now alwavs use the equity method.
[ERS 1] has also made consequential changes in 1AS 28 which has now been named *[nvestment
in Associates and Joint Ventures™ The amendments requiring business combination accounting
to be applied to acquisitions of interests m a jont operation that constitutes a business are
effective tor annual periods beginning on or after 1 January 2016, The standard s not likely to
have a material impact on financial statements of the Company.

IFRS 12 “Disclosure of Interest in Other Entities” (effective for annual periods beginning on
or after | January 2013) combines the disclosare requirements for entities that have interests
i subsidiaries. joint arrangements (Le. joint operations or joint ventures), associates and/or
unconsolidated structured entities. into one place. The standard is not likely to have any impact
on the inancial statements of the Company.

IFRS 13 "Fair Value Measurement” (efTective for annual periods beginning on or afier | January
2015) defines fair value. establishes a framew ork for measuring fawr value and sets out disclosure
requirements for fair value measurements, 11 RS 13 explains how o measure fair value when
it is required by other IFRSs. Tt does not introduce new fair value measurements. nor does it
eliminate the practicability exceptions to fair value measurements that currently exist in certain
standards. The standard is not likely to have any impact on the financial statements of the
Company.

Amendment to IAS 27 *Separate Financial Stutement” (effective for annual pertods beginning
on or after | January 2016). The amendments 1o TAS 27 will allow entities to use the equity
method to account for investments in subsidiaries. joint ventures and assocrates in their separate

financial statements,
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- Agriculture: Bearer Plants [Amendment to 1AS 16 and IAS 41] (effective for annual periods
beginning on or after 1 January 2016). Bearer plants are now in the scope of [AS 16 Property,
Plant and Equipment for measurement and disclosure purposes. Therefore, a company can elect
to measure bearer plants at cost. However, the produce growing on bearer plants will continue
to be measured at fair value less costs 1o sell under IAS 41 Agriculture. A bearer plant s a plant
that: is used in the supply of agricultural produce; is expected to bear produce for more than
one period; and has a remote likelihood of being sold as agricultural produce. Before maturity,
bearer plants are accounted for in the same way as self-constructed items of property, plant and
equipment during construction. The standard is not likely to have any impact on the financial
statements of the Company.

Annual Improvements 2010-2012 and 2011-2012 cycles {most amendments will apply prospectively
for annual period beginning on or after 1 July 2014). The new cycle of improvements contain
amendments to the following standards:

(4

&)

(e
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IFRS 2 *Share-based Payment’. [FRS 2 has been amended 1o clarify the definition of
*vesting condition” by separately defining *performance condition”and “service condition”.
The amendment also clarifics both: how to distinguish between a market condition and a
non-market performance condition and the basis on which a performance condition can
be differentiated from a vesting condition,

IFRS 3 ‘Busimess Combinations’. These amendments clarify the classification and
measurement of contingent consideration in a business combination. Further IFRS 3 has
also been amended 1o clarify that the standard does not apply to the accounting for the
formation of all types of joint arrangements including joint operations in the financial
statements of the jomt arrangement themscelves,

IFRS § 'Operating Segments’ has been amended to explicitly require the disclosure of

judgments made by management in applying the aggregation criteria. In addition this

amendment clarifies that a reconciliation of the total of the reportable segment’s assets (o
the entity assets is required only if this information is regularly provided to the entity's
chief operating decision maker. This change aligns the disclosure requirements with those
for segment liabilities.

Amendments to TAS 16 Property, plant and equipment” and [AS 38 *Intungible Assets’”.
The amendments clarify the requirements of the revaluation medel in TAS 16 and IAS 38,
recognizing that the restatement of accumulated depreciation (amortization) is not always
proportionate to the change m the gross carrying amount of the asset.

[AS 24 “Related Party Disclosure’ The definition of related party is extended to include
o management entity that providey key management personnel services to the reporting
entity, cither directly or through a group entity

IAS 40 *Tnvestment Property”. TAS 40 has been amended to clarify that an entity should:
assess whether an acquired property is an investinent property under TAS 40 and perform a
separate assessment under IFRS 3 10 determine whether the acquisition of the investment
property constitutes a business combiation.



Basis of measurement

These financial statements have been piepared on the historical cost convention except
for certain items of property. plant and cquipment that are stated at revalued amounts and
investment in listed securities and financial instruments that are stated at their fair values, The
methods used to measure tair values are discussed further in their respective policy notes.

Functional and presentation currendey

These financial statements are presented in Pakistani Rupee (*Rs.”) which is the Company’s
functional currency. All financial information presented in Rupees has been rounded off to the
nearest rupee. unless otherwise stated.

Use of estimates and judecments

‘The preparation of financial statements in conformity with the approved accounting standards
requires management to make judgments estimates and assumptions that affect the application
of policics and reported amounts of assets and Labilitics, mcome and expenses. The estimates
and associated assumptions are based on historical experience and various other factors that
are believed 1o be reasonable under the circumstances, the results of which form the basis of
making judgment about carrving value of assets and liabilities that are not readily apparent
from other sources, Actual results may di{fer from these estimates.

‘The estimates and underlying assumptions are reviewed on a continuous basis. Revisions to
accounting estimates are recognized in the period in which estimates are revised if the revision
attects only that period. or in the period of the revision and any future periods affected.

Judgments made by the management i the application of approved accounting standards
that have significant etlvet on the financial statements and estimates with a significant risk of
material adjustment in the next year are discussed in the ensuing paragraphs.

Property, plant and equipnient

The Company reviews the useful lives of property, plant and equipment on regular basis. Any
change in the estimates in future ycars might aflect the carrying amounts of the respective items
ol property, plant and equipment with a corresponding effeet on the depreciation charge and
Impairment.

Intangible asset

The Company reviews the rate of amortization and value of intangible assets for possible
impairment. on an annual basis. Any change in the estimates in future years might affect the
carrying amounts of intangible asscts with a corresponding affect on the amortization charge
and impairment.



Stores, spare parts, loose tools and stock in trade

The Company reviews the stores, spare parts, loose tools and stock in trade fur possible
impairment on an annual basis. Any change in the estimates in future years might affect the
carrying amounts of the respective items of stores, spare parts and loose tools and stock in trade
with a corresponding aftect on the provision.

Provision against trade debts, gdvances and other recet

The Company reviews the recoverability of its trade debts, advances and other receivables to
assess impairment and provision required there against on annual basis.

Provisions

Estimates of the amount of provisions recognized are based on current legal and constructive
requirements. Because actual outflows can differ from estimates due to changes in laws,
regulations, public expectations, technology, prices and conditions, and can take place many
years in the tuture, the carrying amounts of provisions are regularly reviewed and adjusted to
tuke account of such changes.

Tuxation

I'he Company takes into account the current incorme tax laws and decisions taken by appellate
authorities. Instances where the Company’s view differs from the view taken by the income
tax department at the assessment stage and the Company considers that its view on items of
material nature is in accordance with law, the amounts are shown as contingent Liabilities.

tmployvee benelits

Salaries, wages and benelits are accrued in the period in which the associated Services are
rendered by employees of the Company and measured on an undiscounted basis. The accounting
policy tor employee retirement benelits is described below:

Stafi provident frne

The Company operates a recognized provident tund as a defined conty ibution plan for employcus
who fulfil conditions laid down in the trust deed. Provision is made in the financial statements
for the amount payable by the Company 10 the fund in this regard. Contribution is made to the
fund equally by the Company and the employees at the rate of 10% of basic salary.

The Company provides for compensated absences for its employees on unavailed balance of
leave in the period in which leave 1s earned.
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I'axation

Income tax expense comprises current and deferred tax. Income tax expense is recognized in the
profit and loss account, except to the extent that it relates to items recognized directly i other
comprehensive income or below equity, in which case it is recognized in other comprehensive
income or below equity respectively.

Current

Provision for current taxation is based on taxable income at the enacted or substantively enacted
rates of taxation after taking into account available tax credits and rebates. it any. The charge
for current tax includes adjustments to charze for prior yvears, il any.

Delerved

Deferred tax is recognized using balance sheet method, providing tor temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for taxation purposes. The amount of deferred tax provided is based on the
expected manner of realization or settlement of the carrying amount of assets and labilities,
using the enacted or substantively enacted rates of taxation.

The Company recognizes a deferred tax asscl (o the extent that it 1s probable that taxable profits
for the foreseeable future will be available against which the asset can be utilized. Deterred
tax assels are reduced to the extent that it is no longer probable that the related tax benefit will
be realized. Further, the Company recognizes deferred tax asset / liability on deficit 7 surplus
on revaluation of property, plant and equipment which is adjusted against the related deficit /
surplus,

Property. plant and equipmuent. depreciation and capital work in progress
Owned

Property, plant and equipment of the Company other than frechold land, building and plant and
machinery are stated at cost less accumulated depreciation and impairment loss, ifany. Costin
relation to property, plant and equipment comprises acquisition and other dircetly attributable
costs. Building, plantand machinery are stated at revalued amount less accumulated depreciation
and impairment loss, if any. Freehold land is stated al revalued amount. Revaluation is carnied
out every five years unless earlier revaluation is necessitated.

Depreciation is provided on a straight line basis and charged to prefit and loss account to write
ol the depreciable amount of each asset, except for freehold land, over its estimated useful life
at the rates specified in note 11 to these financial statements. Depreciation on depreciable assets
is commenced from the date asset is available for use up to the date when asset is retired.

Surplus arising on revaluation s credited to the surplus on revaluation of fixed asset account,
Deticit, if any, arising on subsequent revaluation of property, plant and equipment is adjusted
against the balance in the above mentioned surplus account. The surplus on revaluation ot fixed



assets to the extent of incremental depreciation charged on the related assets is transferred to

cquity, net of related deferred tax.

The cost of replacing part of an item of property, plant and equipment s recognised n the
carrying amount of the item if it is probable that the future econamic benefits embodied within
the part will flow to the Company and its cost can be measured reliably. The carrying amount of
the replaced part is derccognized. The costs of the day-to-day servicing of property, plant and
equupment are recognised in profit or loss as incurred.

Gain and loss on sale of an item of property, plant and equipment are determined by comparing
the proceeds from sale with the carrying amount of property, plunt and equipment, and are
recogiised net within “other income / other expenses™ m profit or loss account. When revalued
asset is sold. the amount included in the surplus on revaluation of property, plant and equipment,
et of deferred tax, is transferred directly Lo equty.

Capital work m prog

Capital work in progress is stated at cost less identified impainment loss, if any, and mcludes
the expenditures on material, labour and appropriate directly attributable overheads. These
costs are transferred to property. plant and cquipment as and when assets are available for their
intended use.

Intaneible asscts

Expenditure incurred on itangible asset is capitalized and stated at cost less accumulated
amortization and any identified impairment loss. [ntangible assets are amortized using the
stearght-line method over the estimated uselul ite of three ycars. Amortization of intangible
assets is commenced [rom the date an asset is capitalized.

Financial instrucements

All the financial assets and financial liabilitics are recognized at the time when the Company
becomes a party to the contractual provisions of the instruments. The Company de-recognizes
a4 financial asset or a portion of financial asset when, and only when. the enterprise loses
control of the contractual rights that comprise the financial assct or portion of finuncial asset. A
financial lability or part of tinancial lability is de-recognized from the balance sheet, whenand
only when. it is extinguished e, when the obligation specified in the contract is discharged,
cancelled or expired. Any gam or loss on the recognition or de-recognition of the financial
assets and liabihties is included in the profitand loss account currently.

Signtficant financial assets include long term loan. long term deposits, short term imvestments,
tradde debts, loans and advances, other receivables, markup accerued, sadvance tax-net and cash

and bank balances.

Significant financial Labilities are clussified according to the substance of the contractual
agreements entered into. Significant linancial linbilities include trade and other payables,
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Financial assets and ligbilities

Financial assets and lLiabilities are recognized when the Company becomes a party to the
contractual previsions of the instrument. All financial assets and habilities are initially measured
at cost. which 1s the fair value of the consideration given and received respectively. These
financial assets and labihities are subsequently measured at fair value, amortised cost or cost. as
the case mity be. The particular measurement methods adopted are disclosed m the individual
palicy statements associated with each item

[nvestiments

Investments in subsidiaries

Investments in subsidiaries are inttially valued at cost. At subsequent reperting dates, the
Company reviews the carrying amount of the mvestment 10 assess whether there is any
indication that such mvestments have suttered an impairment loss. any such indication exists.
the recoverable amount 15 estimated in order 10 determmne the extent of the impairment loss, if

any.

Investments at fair value throueh profi

I hese include investments classified as held tor trading orupon imtial recognition are designated
by the Company at fair value through profit or loss. Investments which are acquired principally
for the purpose of generating a profit from short term fluctuations in price or dealer’s margin
are classificd as held for trading. Afler initinl recognition, these are stated at fair values with
any resulting gains and losses recognized directly in meome. Fair value of investments 1s their
quoted bid price at the balance sheet date, Transaction costs are charged to income currently.

Loznns and receivables

These are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market.

Long term loans

At initial recognition these financial assets are measured at fair value plus transaction costs
that are directly attributable to the acquisition of the financial asset. Afler initial recognition
these are measured at amortized cost using the effective interest rate method less impairment
loss, 1 any. A provision for impairment of long term loan is established when there is objective
evidence that the Company will not be able to collect all amounts due according to the original
terms of loan

Trade debits

Trade debts are carried at original invoice amount less an estimate made for doubtful debts
based on a review of all outstanding amounts at the vear end. Bad debts are written off when

identified,
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Seftlement date acconntiny

All “regular wav™ purchases and sales of financial assets are recognized on the settlement dale,
i.¢. the date on which the asset is delivered to or by the Company. Regular way purchases or
sales of financial assets are those contracts which requires delivery of assets within the time
frame generally established by rezulation or convention in the market.

Irade and other pavables

Liabilities for trade and ather amounts pavable are carried at cost which is the [air value of the
consideration to be paid in future for goods or services received.

Ofsetting of financial assets and finacial linbilities

Financial assets and financial Labilities are offsel and the net amount is reported in the balance
sheet only when the Company has a legally enforceable right to set oft the recognized amounts
and intends 1o cither settle on a net basis or realize the asset and settle the liability simultaneously.,

Provisions are recognized 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 embodying economic
benefits will be required to settle the obligation and a reliable estimate of the obligation can
he mude. However, provisions are reviewed at cach balance sheet date and adjusted to reflect

current best estimate.
Forvign curreney

All monetary assets and liabilities in foreign currencies are translated into rupees at exchange
rates prevailing at the balance sheet date. Trunsactions w foreign currencies are translated
into rupees at exchange rates prevailing at the date of transaction. Non-monelary dsscts and
liabilities that are measured in terms of historical cost in a foreign currency are translated
into rupees at exchange rates prevailing at the date of transaction. Non-monetary asscts and
liabilities denominated in foreign currency that are stated at fair value are translated into rupees
at exchange rates prevailing at the date when fair values are determined. Exchange gains and

losses are included in the income currently.
Sores SRS PRITiS sl lonose b nl-.
Stores, spare parts and loose tools are valued at lower of cost and net realizable value. Cost

is determined on weighted average cost basis. Items in transit are valued at cost comprising
invoice value plus other incidental charges incurred thereon.
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Stocks in trade

Stocks are valued at the lower of average cost and net realizable value. Cost is determined as

follows:

Raw material - al moving average cost

Work in process - at weighted average cost ol purchases and
Finished goods - applicable manufacturing expenses

Cost comprises of purchase and other costs mcurred in bringing the material to their present
location and condition. Net realizable value signifies the estimated selling price in the ordinary
course of business less estimated costs necessanly to be meurred in order to make a sale.

Coash and cash cqguivalent

For the purpose of cash flow, cash and cash equivalents matnly comprise cash and bank balances
which are stated in the balance sheet at cost

Hevenue recoenition

Revenue represents the fair value of the consideration received or recervable for sale of
pharmaceutical products. net of discounts. Revenue 15 recogmzed when the goods are
dispatched and title passes to the customer. 1t 1s probable that the economic benefits associated
with the transaction will flow to the Company and the amount of revenue, and the assacialed

cost incurred, or (o be incurred. can be measared reliably.

Borrowinge costs

Mark-up, interest and other direct charges on borrowings are capitalized to the related qualifying
asset till substantially all the activities necessary to prepare the qualifying asset for its intended
use are complete, All other mark-up. mterest and related charges are charged to the profit and

loss account as lance cost

Finance income

Finance mcome comprises imterest imncome on funds invested, dividend icome, exchange gam
and changes m the fair value of financial asser at faiwr value through profit or loss. Income an
bank deposits 1s accrued on a time proportion basis by reference to the principal outstandimg
and the applicable rate of return. Forergn curreney gains and losses are reported on a net basis.

Dividend income relating to post acquisition profit is recognized when the right to receive is

established.

Gains and losses on sale of investments are accounted for when the settlement (settlement date)
for sale of security s made.
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Impairment

Iinancial assets

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it 1s impaired, A financial asset is considered 1o be impaired it objective evidence
indicates that one or more events have had a negative effect on the estimated future cash Nows
of that asset.

Individually significant financial asscts are tested for impairment on an mdividual basis. The
remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics.

All impairment losses are recognised in profit or loss account. An impairment loss is reversed
in the profit and loss account if the reversal can be related objectively to an event occurring
after the impairment loss was recognised.

Non financial assets

The carrying amounts of the Company’s assets are analyzed al cach balance sheet date to
determine whether there is any indication of impairment loss. If any such indication exists. the
recoverable amount of assets is estimated in order 1o determine the extent of the impairment
loss. il uny Tmpairment losses are recognized as expense i the profit and loss account.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and its fair value less costs to sell. T assessing value in use, the estimated (uture cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset, [n the absence of any
information about the [air value of a cash-generating unit, the recoverable amount is deemed
to be the value in use. For the purpose of impainment testing, assels are grouped together mto
the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the “cash generating umt”).

An impairment loss is recognised il the carrying amount of an asset or its cash generating
unit exceeds its estimated recoverable amount, Impairment losses are recognised in profit and
loss account. Where conditions giving rise to impairment subsequently reverse, the eftect of
the impairment charge is also reversed as a credit to the profit and loss account. Reversal of
impairnent loss is restricted to the original cost of asset.

Operating segment
Operating segment is reported in a manner consistent with the internal reporting provided to
the chief operating decision maker. The chicl operating decision maker who is responsible for

allocating resources and assessing performance of the operating scgments. has been identified
as the Board of Director of the Company that makes strategic decisions.
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2014

Rupees

eil, subsernibed and paid up capita
Issued bseribed and paid |

1.441.952 (20131 1,441,952) ordinary shares of Rs. 10 each
fully paid in cash 419520

(19,600 (2013: L19,600) ordinary shares o Rs, [0 cach
issued in hieu of NWF Industries Limited and
Sargodha Oil and Flour Mills Limited since merged 190,000

28,625,289 (2013: 28,625.289) ordinary shares of Rs. 10 cach
issued as fully paid bonus shares

286,252 .8N)

M.868.410

Capital reservi

)¢
i
2013
Rupees

14,419,520

1.196,000

286,252 890

301.868.410

I'his represents capital reserve arose on conversion of shares of NWF Industries Limited and Sargodha

O1l & Flour Mulls Limited. since merged.
2004
Rupees

Surphus on revaluation of property. plant and cquipment - net of tax

Surplus on revaluation of property, plant and equipment as at | July 402374432
Surplus transferred to equity:
= onaceount of neremental depreciation charged during
the year - net of tax
- Net of deterred tax (3.370.467)
- Related deterred tax liability (2.809.635)

Deficit transferred 1o equity:
- on account of disposal of assets during the year-net of tax

- Net of deferred tax 761.911
- Related deferred tax Lability 392 499
1154410

Related deferred tax lability:
- On revaluation as at 1 July
- Transferred to accumulated profit:
- onaccount of incremental depreciation
charged during the year 1,869,635

- on account of disposal of fixed assets during the year 92,49%)
(21,177.372)
Surplus on revaluation of property, plant and
‘.I'J ] ] __.:{l}‘:

equipment as at 30 June

2013
Rupees

410.814,534

{3.4586.0606) |
2,954.036) |

(8.440.102)

-
7
o
I
=

402,374,432

(26,608,544)

2,954,036

(23,654.508)

378,719,924




e

The freehold land, building and plant & machinery were revalued by independent valuers in years
1976, 1989, 2002. 2006 and 2011 respectively. These revaluations had resulted in a cumulative surplus
of Rs, 490.19 million. which has been included in the carrying values of fiee hald land, building
and plant & machinery respectively and credited  to the surplus on revaluation of property, plant
& equipment. The surplus is adjusted by surplus realized on disposal of revalued assets, if any, and
incremental depreviation arising dug to revaluation, net of deferred tax.

PDeterred taxation

Taxable temporary difference

Accelerated tax depreciation allowances

Surplus on revaluation of property,
plant and equipment

Accelerated tax depreciation allowances
Surplus on revaluation of property,
plant and equipment

2014

Charge to/

Upening (reversal from) Closing
Profit or loss
Rupees
18,060,264 6,558,997 24,619,261
23,654,508 (2,477.136) 21,177,372
B 41,714,772 4,081,861 45.796.,633
2013
. Charge to =
Cpening (reversal from) Closing
Profit or loss
B D Rupees ----=-=-mmmmcmn-on -
37,773.644 (39.713.350) 8,060,264
26,608,544 (2.934,036) 23,634,508
N 84,382,188 {42.667 416} 41,714,772
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2014 2013
Note Rupees Rupees
Trade and other payables
Creditors 243.459.086 183,571,031
Accrued liabilities 20.704.138 7.040,595
Advances from customers RA32,347 3089915
Unclaimed dividend 35.388.721 23,403,000
Tax deducted at source : 4.800
Provision for compensated absences 6.697.449 5,540,876
Workers™ Profit Participation Fund S 33.250.628 22,600,594
Central Research Fund 8.2 0.152.555 4,554,728
Workers™ Welfare Fund 28 11,572,956 7.945.921
Advances from employces against purchase of vehicles 17.750.042 15,616,572
Due to subsidiary - Farmacia 4,433,357 1,605,107
Other payables 1.923.434 14,519
391.825313 274,987,658
8.1 Workers' Prolit Participation Fund
Balance at the beginning of the year 22,600,594 16,694,327
Interest on funds utilized by the Company 2,804,950 2,745,260
Provision for the year 0455148 19,864,804
SR.860.692 39,304,391
Payments made during the year _(22.610.064) (16,703,797}

332500028

22.600.594

The fund balance has been utilized by the Company for its own busmess and interest at the
rate of 52.50% (2013: 33.75%) has been credited to the fund. Interest is caleulated at higher of
75% of dividends rate or 2.5% plus bank rate, as required under Companies Profits (Workers'
Participation) Act, 1968,

2014 2013
IRupees Rupees
8.2 Central Research Fund
Balance at beginning of the year 4,534,728 4267418
Provision for the vear _ OLISIASS 4,554,728
10.707.283 8.822.146
Payments made during the year _ H5S4T28) (4.267.418)
0.152.555 4,554,728
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2014 2013
J'\'IT”E' R upes Rupt't’b

Short term borrowings - secured

Running finance facility fron

9.1

HSBC Bank Middle East Limuited 0.4 . 695 K69

The Company has short ferm borrowing facilities available from various commercial banks
under mark up arrangements having aggregate sanctioned limit of Rs. 515 milhon (2013 Rs,
435 million). These facilities carry mark-up at the rates three months KIBOR plus 0.3% to 1%
per annum (2013: one 1o three months KIBOR plus 0.3% to 2% per annum) on the outstanding
balances. Out of the aggregate facilities, Rs. 2135 million are secured by first pari passu churge
over present and tuture current and movable assets of the Company and remaining Rs. 300
million (2013: Rs. 300 million) facility is secured by lien on Company’s short term investments
in mutual funds which should be 110% of the maximum limit allowed for utilization. Under this
arrangement, Rs. 330 million (20130 139.6 mullion) is marked under lien. These facilities are
renewable on annual basis latest by 20 April 2015

C ontineencies and commitments

Contingencics

Guarantees issued by banks on behalf of the Comparn

Out of the aggregate facility of Rs. 25 million (2013: Rs. 27 million) for letter of guarantees, the amount
utilized at 30 June 2014 was Rs. 2.32 million (2013: Rs. 0.80 million).

el

i

Letter of credits

Out of the aggregate facility of' Rs. 205 million (2013 Rs. 315 million) for opening letters of credit, the
amount utilized at 30 June 2014 for capital expenditure was Rs. 24.3 million (2013: Nil) and for other
than capital expenditure was Rs. 11262 million (2013 Rs. 26 81 million).

Guarcantces ixsucd on belalf of subsicdiary compaiiics

The Company has issued cross corporate guarantee to Habib Bank Limited favouring its subsidiary
company BF Biosciences Limited amounting to Rs. 275 mullion (2013: Rs, 275 nullion).
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11,2 Land and builling of the Company were first revalued on 31 March 1976, resulting in surplus of Rs.
13.66 million. The second revaluation was carricd out on 30 June 1989 and resulted m a surplus of Rs.
41 51 million. The third revaluaton was carried out on 20 June 2002 and resulted in a surplus of Rs.
30 42 million. ‘The fourth revaluation, that also included the plant and machinery, was carried out on 30
Juste 2006 and resulted in @ surplus of Rs, 240,59 million. The last revaluation was carried out on 30
June 2011 and resulted in a surplus of Rs.164.39 nullion. Freehold land and building revaluations were
carried out under the market value basis whereas plant and machinery were revalued on net replacement
cost basis. All the revaluations were carred out by independent valuers,

Had there been no revaluation, related figures of revalued land, building and plant and machinery would
have been as follows:

Cost Accumulated Net
depreciation hook value
Rupees
Freehold land 75418,037 - 75418,037
Building on freehold land 365.260,266 102.836,858 262,423 508
Plant and machinery 406,875,591 198,035,572 208,840,014
: | Hd7.553.99] W8 72 4510 S46.681.504
2013 806,019,407 254,440,144 551,579,263
014 2013
Note Ripees Rupees
| i
Qpening balance 1840606311 114335448
Additions during the year 72.428.201 127,526,622
Transfers during the year (17.070.757) {223,395,759)
Closing balance 73,823,750 18.466311
1 ] | 1
Building and civil works 17,634,312 4,280,664
Plant and machinery 388,043 12,095,048
Advances o suppliers 211050 2,090,599
13.82X.75 18,466,311
S Depreciation s allneal S
Cost ol sales 24 0,125,174 29,549,871
Administrative expenses 25 17 45402 26,804,209
Sclling and distribution cost 26 21.922.615 19.816,218
99.301.791 76,170,298
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Intaneible assets

Computer softwares and softwvare licence fees

Cost
Balance al 01 July 2012

Balance at 30 June 2013

Ralance at 01 July 2013

Balance at 30 June 2014

Amuortization

Balance at 01 July 2012
Amortization for the year

Balance at 30 June 2013

Balance at 01 July 2013
Ameortization for the year

Balance at 30 June 2014
Amortization rate per annum (% )

Carrying amounts
At 30 June 2013

At 30 June 2014

[ong term investments
Related parties - ut cost

Farmacia (Partnership firm)

BF Bioscicnees Limited (unhisted subsidiary)

Note

lidd
3.2

2014

Rupues

75,255,241

151,998 9410)

)

[

Rupees

e
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1.829.319
1,829,328

3,658,047

3,058,647
|.820.328

5,487,975

33.33%

|.884.709

55,381

2013
Rupees

72,732,116
151.999.960

224,732,076

31 This represents Company’s 98% share in “Farmacia”, a subsidiary partnership duly registered
under the Partnership Act, 1932 and engaged in operating retail pharmacies. Share of profit, il
any, for the vear not withdrawn 15 reinvested i capital account of partnership

B |

I'his represents investment made in 15,199,996 ordinary shares of Rs. 10 each. in BF Biosciences Limited.

BF Biosciences Limited was set up for establishing a Biotech Pharmaceutical Plant to
manufacture mamly Cancer and IHepatitis related medicines. The Company holds 80% of
equity of the subsidiary and the remaining 20% 1s held by Laboratories Bago S.A.. Argentina.
The Company commenced its commercial operations from July 2009,
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2014 2013
Note Rupees Rupees
I one term |!I.'ill = { ll‘ﬂl'l.'l.li't_"i!.
Related party - considered good
Openmg balance i4.1 25,000,000 375,000,000
Less @ receipts during the year (225.000,000) (50.000.000)
L0000 000 325,000,000

Less : amounl due within twelve months, shown under

current assels (TO0.000,000) {30.000.000)

?._75.000.000

This represents the conversion of overdue mark up and trade receivables from subsidiary
company, BF Biosciences Limited into a term loan and rescheduling the payment of overall
outstanding term loan in five years with one year grace period starting from 01 July 2010. The
conversion was carried out under the authority of a special resolution passed by the Shareholders
in the Extraordinary Genceral Meeting held on 14 June 2010, in accordance with the provisions
of Section 208 ol the Companics Ordinance. 1984, Mack-up charged on the loan is not less than
the borrowing cost of the Compuny. The maximum amount of long term loan at the end ol any
month during the vear was Rs. 325 million (2013: Rs. 375 nullion).

2014 2013
Rupees Rupces
Stores, spare parts and loose tools
Stores 10.656.769 6,546,822
Sparc parts 4.136.133 1,282,087
Loose tools I84.581 360,335
14.977.483 8.689.264
Stock in trade
Raw material | 241 413,478 254,380.033
Work in process 45,827,085 23,733,370

287.241.163

138,535,743

278,613,453

-
273,277,361 |

Fimshed goods
Less: provision for write down to net realisuable value (317.711)

SR.018.032

L (165,391

273,111,967

Stock i transit [,360.602 14,863,180
GA16.619.797 566,590,600

I'rade debts - considered good

Company has trade debts duc tfrom its related parties Farmacia amounting to Rs. 0.24 million (2013:
Rs. 0.3 1 million) and BF Biosciences Limited amounting to Rs. 1215 mullion (2013: Rs. 7.10 milhion).
Maximum outslanding balance due from Farmacia during the year was Rs. 0.79 million (2013; Rs,
1.17 million) and from BF Biosciences Limited was Rs. 42.5 million (2013: Rs.56.7 million).
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Note

Loans and adsances - considered good
Advances to employees - secured 18.1
Advances to suppliers - unsecured

Others

2014
Hl:|il-\'~

14.070.254
5,287.4210

81,470

20,239,144

U

2013
Rupees

[1,058.038
3,175,799
6R0314

14,914,151

18,1 Advances given to staff for expenses are in accordance with the Company s policy and terms
of employment contract. The maximum aggregale amount of advance to staff outstanding
during the vear was Rs. 14.86 nullion (2013: Rs. 8.9 million). These advances are secured
against provident fund. Advances 1o staff includes amount due from executives of the Company

amounting to Rs, 0.55 million (2013 Nil)

Note

Deposits and prepay ments

Deposits
Prepayments

Other receivables

Due from subsidiary - BF Biosciences Limited
Others

Short term iy estments
Investments al fair value through profit or loss
- listed securities

21,1 Investments at i value through profit or loss

= listed securities

These investments are “held for trading
Carrying value at 30 June:

Unrealized gain / (loss) on re-measurement
of mvestment - during the year

Fair value ol short term investments at 30 June

2.2

2004
Rupees

231945976

1.148.874

25,094,850

41.204

3.925.023

1.966,227

GX2.518.656

_;ll,“s”."‘ll'

TI8.578.075

2013
Rupees

22.857.578
86.459

22,944,037

9 885,510
7,026.012
16,911,522

\

398,852,989

369,472,909

29,380,080
398,852,989

h
fud
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Shares

Carrving vulue Fair value

a4 M3
e Number:

1.2 Held loy trading

NMutual I unds

HBL Money Maket Fund
HAL locome Fumd

MOB DCF Unas ST

b, 205,634

| 263 586

147,088 20634203

Cash and bank balances
Cash in hand
Cash at bunk:
Current accounts
- foreign currency
- local currency

Deposit accounts - local currency

22.1 These carry inferest rate ranging from 7% - 7.1

7% per annum).

Revenue - net

Gross sales:
Local

Export

Less:
Sales returns, discounts and commission
Sales tax

&E] R E 2114 2013
Rupees Rupevs—-—
026,940 ILE9T6.197 (28878447 127,931,028
1590710 232496 712 148923578 270827 904
'ﬂ'_'l,'""“_ . 'r-'-_ '”_"L‘:'”_ i
Y ZIN.GSG ;f',g_;'sg_uuu TISSTRNTS 3@3,.\'55_%}30
2014 2013
Nore Rupees Rupees
2277375 2,538402
15,592,475 | 15.086. 0%
86,147,441 _43.428.868 |
101.739.916 SB.S51 4,%4
221 103,702 6,190,744
104,120,993 67,244,111

% per annum on day end balances (2013: 6% -

2014 2013
Noie Rupees Rupees
23.1 2.536.872,092 2.015.780,309

144,402,176
2,160,182.485

196,655,904
2,.733.527,996

[(195.969.737) | I{mew,oo?)‘
| 2.62093) | (BI18.907)
(198.399.671)  (209,967,914)
1.950,214,571

Ilj‘!h 128

23,1 This includes own manutactured and imported products sales.



C ost of sales

Raw materials consumed
Salaries, wages and other benefits
Fuel and power

Repair and mamtenance

Stores, spare parts and loose tools consumed
Packing charges

Rent, rates and taxes

Printing and stutionery

Postage and telephone

Insurance

Trovelling and conveyance
Canteen expenses

Security expenses

Iee & subscription

Laboratory and other expenses
Depreciation

Wovk in process:

Opening

Closing
Cost of goods manufactured
Furshed stock:

Opemng
Closing

24.1 Raw materials consumed
Balance at the beginning of year
Add: purchases made during the year

Less: balance at the end of year

account of defined contribution plan,

Nuote

24.1

4.2

.3

vi 4
2014 2013
Rupees Rupces
1105 881,302 R19.435.093
98.059.421 82.937.596
14.835.668 15,096,675
6030974 4,774,341
15917122 14.862.963
14,642,127 12,659.478
1.084.541 655.299
1,216,992 2.010.773
1,957,511 1.479.334
5.352.233 4,715.958
5.089.857 4,738,719
5.124.586 4.981.387
2. 147,795 2,100,706
1.396.561 394.623
9,430,204 13,701,792
S0.125.174 29,549 871
1.338,295,128 1,014,103 608

23.733.370

4

(45.827.685)

(22.094.315)

[.316.200.813

273, 111.967
(358.018.032)
(84.906.065)

254 880,083
1.092 414.697
-I.S_IT.JE_"‘\'“
(241.413.478)

1. 105881302

1.231.294.748

23,928,962

(23,733,370)

195,592

1,014,299.200

173,564,705
{273.111,967)
(99,547,202)

914,751.938

215,118,137
859,197,019

1,074,315.170

819,435,093

(254,880,083)

uh

Salarics, wages and other benefits include Rs. 393 million (2013: Rs. 3.08 million) charged on
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2014 2013
Note Rupees Rupees
25 Administrative expenses

Salaries and other benefits 23,4 80.350.893 68.266.870
Direclors fees and expenses 1.O14,955 1,705,250
Rent. rates and taxes 656,849 719.291
Pastage and telephone 4,795,256 3,280,797
Printing, stationery and olfice supplies 2,258,955 1.837.464
Travelling and conveyance 6.819.532 5,533,024
Transportation 4,219,958 3.479.961
Legal and protessional charges 1.668.629 4.206.700
Fuel and power 1.643.281 1,576,338
Auditor’s remuneration 25.2 883,500 770,000
Repair and maintenance 6,025,799 5.212.840
Subseriptions 1.29%,998 1,.360.761
Donations 25.3 7.700,000 5,604,500
[nsurance 2511591 2,097,694
Depreciation IES 27.454.002 26.804.209
Amortisation 1.829.228 [.829.328
Canteen expensces 1.371,384 4.863.,055
Other administrative expenses 1.3G68.235 1,096,303

160,493 145 140.304 383

25,1 Salaries and other benefits include Rs. 3.29 mullion (2013: Rs. 2,82 million) charged on account
of defined contribution plan.

2014 2013
Rupees Rupees

252 Auditor’s remuncration

Fee for annual audit 375.000 500,000

Fee tor audit of consohidated accounts S7.500 50,000

Review of half yearly accounts 86,250 75,000

Other certifications 86.250 75000

Out of pockel expenses 80300 70,000

885500 770,000

253 Donations were given to “The National Munagement Foundation™, *The Citizen Foundation™,

“Saint Joseph's Hospital™, “Forman Christian College” and “Lahore Literary Festival”,
Donations did not include any amount paid to any person or organization in which a directors
or their spouse had any interest.
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Selling and distribution cost

Salaries and other benefits
Travelling and conveyance
Transportation

Rent, rates and taxes
Advertisement and publicity
Freight and forwarding
Printing and stationary
Postage and telephone
Electricity and gas
Subscriptions and fees

Insurance

Repairs and maintenance

Legal and professional charges
Conferences, seminars and training
Medical research and patient care

Depreciation

Other selling expenses

Nute

26.1

1.5

2014
Rtllh'l\

2560.337.274
HI8.021.997
236,094
4.042.630
TT.062.280
25,361,685
LODGIR2
3,186,980
588.727
10,481,430
7.U8K. 807
3.237.571
1,222,950
S1.095.062
1,495,679
21.,922.615
4.244.656h

G, 132.625

)

2013
Rupees

198,574,562
96,699,324
1.195.099
3469419
72.929.778
20,686,952
2.029.373
7,834,407
600,771
7,308,906
7.830.351
2,948,139
1.509.000
38144315
1,291.390
19.816.218
3.122.364

486.110.308

26.1 Salaries and other benefits include Rx. 8,09 million (2013: Rs. 6.1 million) charged on account

of defined contribution plan.

Finance cosl

Mark-up on bank financing

Bank charges

Interest on Workers™ Profit Participation Fund

Note

MIIE!

Rupees

8.761.224
S.519.540
2 504,950

1 7.085.720

2013
Rupees

5,388,734
3,617.815
2,745,260

11,751,809

Lh
e |
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Other expenses

Exchange loss

Property, plant & equipment written off’
Workers™ Profit Participation Fund
Warkers” Welfare Fund

Central Rescarch Fund

Other income

Profit on deposits with banks
Exchange gamn

Unrealized gain on re-measurement of short term

investments to fair value

Gain on sale of short term investments to fair value

Share i profitv{loss) of Farmacia - 98% owned
partnership firm

Lease rentals from subsidiary company

Commission income

From reluted party

Mark-up on long term loan to subsidiary

From non - financial assers

Gain on sale of property. plant and equipment

laxation
Current
- For the year
- Prior years

Deferred

Note

2014
Rupees

6.377.985
I 455,148

11,572,956

2013
Rupees

346,394
19.864,804
7945921
4.554,728

350,584

15.736.773

30.0539.419
1.278.99]

1;2; '1;

200,000
56,178,892

26,609,083

12,923,429

95.711.404

157,490,198

(12.025.446)

145.464.752
4.081.861

149.546.613

54,558,644

32,712,047

326.615

29,380,080

(4488 438) |
200,000
17.998,338

33.4106.595

38519275

4.398,187

86,334,057

85,004,125

85,004,125

(42.667.419)

42,336,706
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O/‘
2014 2013
Rupres Rupees
30.1 Tax charge reconciliation
Numerical reconciliation between tax expense and accounting profit
Profit before taxation S67.074.847 450,918,081
Applicable tax rate as per Income Tax Ordinance. 2001 4% 35%
Tax on accounting profit 192,805,448 157,821,328
Effect of final tax regime (13.017.089) (12,691,239)
ElTect olMax credit (4.139.002) (13,781.666)
Effect ol permanent difference (12.260.202) (10,283.028)
Others (including the impact arising as a consequence
of reversal of deferred tax liability) (13,842.542) (76,728.689)
(43.238.835)  (115,484.,622)
149.546.613 42.336.706
Earnings per share - basic and diluted
Profit after taxation for distribution 1o
ordinary sharcholders Rupees 417,528,234 408,581.375
Weighted average number of ordinary shares  Numbers 30,186,841 30,186,841
Basic and diluted carnings per share Rupees 13.83 13.54
3T There is no dilutive effect on the basic carnings per share of the Company.
£ pany
Remuneration ol Divectors, Chiel Exccutive and Executives
2004 2013
_ Chicl Chief
Ihrects v v "y ~ i s Al e
e I vecuting Wy “'“‘_‘ = Directors BaGEaee Exceutives
Hupres B e T ]{ilpﬂcﬁ R
Maragerial remuneration 1. 382.000 1.074.000 P1L2BS.H46 1 6,860,000 8,760,000 64954422
LIA LOIS750 839300 S 806,270 1,330,000 730,000 4,155,091
Bonus 3934000 2,044,000 10.549.056 3,810,000 1,995,000 8074,137
Utilities 481,684 - 36737 -
Contribution to provudent
fund 1.237.307 O¥7.212 3,339,209 1,087,739 604,139 3961306
26,176,057 14.120.3% 16300047 23,087,739 12,436,510 E:M-Lq_ﬁﬁ
Numbers : | 38 2 | 37

ln addition. the Chief Exccutive, two working directors and certain exceutives of the Company are
allowed free use of Company vehicles.

Non excutive directors are not paid any remuncration or benefits other than the mecting fee. The
members of the Board of Dircetors were paid Rs. 380,000 (2013: Rs. 231,000) as meeting fee and Rs.
1.234.955 (2013: Rs. 1,329.200) as reimbursement of expenses for attending the Board of Directors’

-

meetings.
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Related party transactions

)

(-

The Company’s related parties include subsidiaries. associated company. entities over which directors
are able to exercise influence, staflretirement fund. dircetors and key management personnel. Balances
with the related parties are shown in respective noles in the financial statements. Transactions with

related parties are as follows:

2014
Rupees

Farmacia - 98% owned subsidiary partnership firm
Sale of medicines 1.811,351
Yayment received from Farmacia against sale of medicine 1.893,789
Share of profit reinvested / (loss) 2,523,125
BEF Biosciences Limited - 80% owned subsidiary company
Recovery of long term loan & mark-up 255,953,247
Mark-up accrued on long term loan 4421701
Interest on long term loan charged during the year 26,609,083
Sale of finished goods 121,983,268
Purchase of goods 4.156.028
Lease rentals 200.000
Marketng fee 433.079
Expenses icorred [.834.828
Payment received 127.844.954
[Payment made 4,156,777
Pakistan Pharma Forum -associated company
Membership fee and annual dues 615,174
Other related parties
Employvees provident fund
Company share contributed in employees provident fund 15,499 882
Remuneration including benefits and perquisites

of key management personnel 1536.321.816

Plant capacity and production

The production capacity of the Company’s plant cannot be determined, as
production facility with varying manufacturing processes.

2014
Number of emplovees
Total number of employees as at 30 June S09
Average number of employees during the year 491

2013
Rupees

3,234,626
3,234,878
(4,488,438)

92.400,819
8,705,805
38.519.275
110,161,096
4.508,518
200,000
2,474,140
17,344,768
131,747,148
4,503,703

64,191,638

it is a multi-product

2013

461
449
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Disclosures relating to prosiden

Size of the fund / trust

Cost of imvestment made
Percentage ol investment made %o
Fair value of investment

Sreak ap of investment

Special accounts in scheduled banks
Term deposit receipts

Government Sceurities

Mutual funds

Shares of listed companies

Break up of investmient

Special accounts i scheduled banks
Term deposit receipts

Government Securities

Mutual funds

Shares of listed companies

)‘1

2014 2013
Rupees
Un-Audile Audited

'S, 353090 224.463.01 I_

ted
1
J

S 09820 200,577,682

Q7%

023 216,592,449

1.377.808 1,182,774
85.197.3061 (5,469,506
151 144,227,065
5 5,713.104

216,592,449

MUEE 2013

e (% uge of size of fund) ——-

2% 1%
29%

64%

‘ 3%

DH"0 a Q7%

The figures for 2014 are based on the un-audited financial statements of the Provident Fund.
Investments out of Provident Fund have been made in accordance with the provisions of section 227

of the Ordinance and rules formulated for this purpose,

Operating segments

7.1 These financial statements have been prepared on the basis of single operating segment.

el
J

company.

7.2 Revenue from local sales and exports represents [00% (2013: 100%) of the total revenue of the

100% (2013: 100%%) of the revenue of the Company relates to operations in Pakistan.

374 All non-current assets of the Company as at 30 June 2014 are located in Pakistan.

6l
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Financial risk management
The Company has cxposure 1o the following risks from its use of financial instruments:

Credit risk
Liguidity risk
- Market risk

The Board ol Directors has overall responsibility for the establishment and oversight of Company ‘s risk
management {ramework, The Beard is also responsible for developing and menitoring the Company's
risk management policies.

3R.1 Credit risk

Credit risk represents the accounting less that would be recognized at the reporting date if
counter parties failed completely to perlorn as contracted. The Company’s credit risk arises
trom long term loans, long term deposits, tade debts, other receivables, loans and advances,
short term investments and balances with bunks. The Company has no significant concentration
ol credit risk as exposure 1s spread over a lurge number of counter parties.

38.2 Exposure to eredit risk

Fhe carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the balance sheet Jate was:

2014 2013
Rupcees Rupcees

Long term loan 100.000,000 325,000,000
Long term deposits 3,786,100 3,786,100
Trade debts 145,664,372 139,090,930
Short term deposits 23,945,976 22,857,578
Other receivables 3.966.227 16.911.522
Mark-up accrued 1,421,701 8.765.865
Loans and advances - considered good 20,239,144 [4.914,151
Short term investments 718,578,075 JO8. 852,989
Bank balances 101.843,618 64,705,708

122,445,213 994 884,843

38.3 Credit quality of financial assets

Bank balances

The eredit quality of Company”s bank balances can be assessed with reference to external eredit
rating agencies as follows:



Rating Rating 2014 2013
Institutions Long term  Short term ABPREY ~ seewesene Rupees -—-—----
Hahib Bank Limited AAA A+ JOR-VIS 5. 8680060 50,312,503
National Bank of Pakistan AAA A-l+ JCR-VIS 31031 51,030
Allied Bank Liuntted AA+ Al PACRA [.737.369 265,070
Bank Alfalah Limited AA Al+ PACRA 44155448 5065431
Favsal Bank Limuted AA Al- PACRA 10,2009 10,209
National Lnvestument Bank AA- Al PACRA 465 1.465

LO1.843.618 64,705,708

Trade debts

The aging of trade debts at the reporting date was:

Related party Related party Other Other

2014 2013 014 2013

Rupees Rupees Rupees Rupees
Past due 0 - 30 days 1,152,052 7.419.997 30,923,520 57,953,107
Past due 31 - 120 days 2, 320825 - 10,531,718 45419,559
Past due 121 - 365 days 8.920.707 - I18.6201.042 21,244,742
Moare than 365 days . = 13,194,008 7,053,525
12393384 7419997 133.270.748 131670933

Trade debts are essentially due from government departments ¢ projects and the Company is
actively pursuing tor recovery of debts and the Company does not expect these companies to fail
to meet their obligations.

Other financial assets

Ihe eredit quality of Company’s short term investments can be assessed with reference to
external credit rating agencies as follows:

2014 2013
Rupees Rupees
Fund name Rating
HBL Tneome Fund ALD) 4,802 378 270,921.964
HBL Money Marker Fund AAD 628.578.447 127.931.025
MCB DCFE Unnts AN 72,107,050 =

TINSTR07S  398.852.989

Loans, deposits and other recievables are mostly due from related parties, employees and
Government Institutions. Based on past experience the management believes that no impairment
allowance is necessary in respect of these financial assets. There are reasonable grounds to
believe that these amounts will be recovered in short course of time.
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WA Concentration of credit risk

Concentration of credil risk exists when the changes in cconomic or industry factors similarly
affect groups of counterparties whose aggregate credit exposure is signiticant in relation to the
Company's total credit exposure. The Company’s portfolio of financial instruments is broadly
diversified and all other transactions are entered into with credit-worthy counterparties there-by
mitigating any significant concentrations of credst rnisk.

Ligquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they fall due. The Company's approach to managing liquidity is to ensure as far as possible to
always have sutficient liquidity to meet ats habilities when due. The Company i1s not materially
exposed to liquidity risk as substantially all oblhigations / commitments of the Company are
short term in nature and are restricted to the extent of available liquidity.

I'he following are the contractual maturities of financial liabilities as on 30 June 2014:

6

M4
U i o thiin e ta Muore than
imGin WY Iy e veurs f.‘..‘.r_'.”!.
. I Care e i S S e
Finane, Hies
Trade and other pavahles W.835.313 y25.1
11825 1
2013
Carrying [ ess than One to More than
wmount one year [ive years 3 years
e RUPEES mmmmmm e
Firancial Liablicies
Trade und other payables 274 987,638 274,987.658 -
Short term borrowing 645 869 HO5 8564 - -

275,683,527

275,683,527

Muarket rish

Market risk is the risk that changes in market price, such as foreign exchange rates, interest rates and
cquity prices will effect the Company's income or the vatue of its holdings of financial instruments.

Market risk comprises of three types of risks:
- currensy sk

- interest rate risk

- other price tisk



18.6.1 Curreney rish

Pakistant Rupee is the functional currency of the Company and exposure arises from transictions and
balances in currencies other than Pakistani Rupee as foreign exchange rate Huctuations may create
unwanted and unpredictable earnings and cashflow volauliny. The Company's patential currency exposure
conprises ol:

- Transactional exposure i respeet of non lunetional currency monetary items
7 Transactivnal exposure i respect of non functional currency expenditure and revenues.

The potential currency exposures are discussed below:

Monelary items. including financial assets and habihties, denominated in currencies other than the
functional currency of the Company are perivdically restated to rupee equivalent. and the associated
gain of loss is taken o the profitand loss account, The foreign currency risk related to monetary items 1s
managed as part of the risk management strategy

of non functional currency expenditure and revenues

Certain operating and capital expenditure is incurred by the Company incurrency other than the functional
curtency, Certain sales revenue is carned in currencies ather than the functional currency of the Company.
These currency risks are managed as a part of overall nsk management strategy. The Company does not
enter into forward exchange contiacts.

CXRONHIE [ CUrrency Lisk

The Company’s exposure to foreign currency risk at the reporting date was as follows:

214
Hupies S Dollidrs IR RY ilu[T.nl_n 'ound Sterling
Cash and cash equis alents (150,692 19,9581 (11,782 1198 oS
Trade and other payables R S31,435 (1073324
Advances o suppliers 1LITRL2 12,353
Trade receivables 43 410,445 V34,001 h, 830
Advanees from customers (NN 4 (41397
Gross balance sheet exposire ¢ (45,077 B {1.718.197] 85,062 |__ _ !__;.-i ) _ ahs
2013
Rupees LS Dollars Furo LA Dirham Pound Sterling
Cash and cash equivalents 16,432,026 R385 65928 as -
Frade and other pavables (148,335,105 (1,502 882 - - -
Adviances to supphiers 876,752 §.RH3 - - =
Trade recemvahles 26,554,137 | 30,572 105,961 - -
Ciross bulance sheet exposure (104,405, 193) LL2R3.051) 171,888 _ b -

[=x
L
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The following sigmiicant exchange rates were applicd during the vear:

Balance sheet date rate Average rale

2014 2013 2014 2013
US Dollars 98.65 98.70 102.80 96.80
Euro 134.60 128,98 139580 125,60
UAE Dirham 26.86 20,88 27.99 26,35
Pound Sterling 167.96 - 168.01 -

Sensitivity analysis

A ten percent strengthening of the Pakistam Rupee against foreign currencies at the reporting
date would have increased / (decreased) profit by the amounts shown below. This analysis
assumes that all other varables. in particular tnerest rates remain constant. The analysis is
performed on the same basis as for the previous vear

Profit and loss

2014 2013
Rupees Rupees
Profit and loss account 14.397.794 10.446.519

Aten percent weakening of the Pakistant Rupee against foreign currencies at the reporting date
would have had the equal bul opposite effect on the amounts shown above, on the hasis that all
other variables remain constant.

38.6.2 Other price risk

Other price risk is the risk that the fair value or future cash flows of'a financial mstrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk). The Company s exposed to equity price risk because of investments held by
the Company and classified on the Balance Sheet at far value theough profit or loss. To munage
its price risk arising from imvestments in equity securitics, the Company diversifies its portfolio
within the eligible stocks in accordance with the risk investment guidelies approved by the
mvestment committee.

fvity analysis

The table below summarizes the Company’s cquity price nisk as of 30 June 2014 and 2013 and
shows the effects of a hypothetical 10% icrease and a 10% decrease in market prices as al
the year end. The selected hypothetical chanee does not reflect what could be considered to be
the best or woist case scenarios. Indeed. results could be worse hecause of the nature of equity
markets and the aforementioned concentrations existing in the Company’s equity mvestment
portfolio.

(4181



2004
Short ternt investiments

Investments at farr value through profit

Or loss

2013

St tevan fnvestments

Investments at faie value through profit

or loss

¥ )t

Estimated fair  “Hypothetical
i ; value after increase
Fair “Hypotheticul .
2 w  hypothetical (decrease) in
value price change . S —
change in profit / (loss)
prices” before fax™
Rupees
TI8.578.075 1% increase 720,435 883 71,857,808
10% decrease 646,720,268 (71,857.808)

TIN,578,075

Estinated fair

. value atter
“Hypothetical :
] 3 hvpothetical
vl price change ;

change in

prices”

“"Hypothetieal
mnerease
{decrease) in
profit /7 tloss)
betore tax™”

38.6.3 Fair valuc of financial instruments

Rupeey
YR NS2 URY 0% increase 438, 73E 28R
0% decrease I58.967 650

3‘]8,.“1‘?.‘_‘)39

39,888,294
(39,885,299}

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable. willing parties in an arm’s length transaction. The carrying value of all financial
assets and liabilities on the balance sheet approximate to their tair value.

a) Fair values versus carrving amounts

The fair values of financial assets and liabilities, together with the carrying amounts shown in

the balance sheet are as follows:

a7
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o 2014 ' 2013
Carrvine F i Carrying, Fair
O vithu armoun! value
Rupees
Financial assets

Long term loan FatLaa. now (LRI 325,000,000 325.000.000
Long wrm deposits VTG, 0 3,780,100 3,786,100 3,786,140
lLong rerm investments 337258 227.255.201 224.732.076 224.732.070
Trade debts 145,604 L 145,604,571 139,090,930 1 349,090,530
Short term deposits 23.94 i 2104507 22857578 22 457578
Other receivables L9060, 227 1.960,227 16911522 16,911,522
Muark-up accrued Ja0 I 3,421,701 8,765 865 8,765,805
loans and sdvanees - considered good 2239044 M,239. 141 14914151 14,214,151
Short term inveslments TIRSTROTS TIRATRNTS J98, 852,989 398,852 .98y
Advance tax - net e B 207302 13,755,110 33,735,110
Bank balances LT84 b 101,843,018 64,705,708 64,705, TOR
13517 _ 1L351,77353 1,253.372.029 . 1,253,372,029

Financial liahiities
Trade and other pavables IV H25.013 31825313 2TA9RT.658 274987 658
Short term horrawing - (95 B6Y 693,569
391825313 391.825.313 275.083,527 275,683,527

Valuation of financial instruments

[n case of equity instruments, the Company measures fair value using the following fair value
hierarchy that refiects the significance of the mputs used in making the measurements:

Level 1: Quoted market price (unadjusted) 1 an active market.
Level 2: Valuation techniques based on observable inputs.

Level 3: Valuation techniques using significant unobservable inputs. This category includes all
instruments where the valuation technique includes inputs not based on observable data

Fair values of financial assets that are traded in active markets are based on quoted market
prices. For all other financial instruments the Company determines fair values using valuation
techniques.

Valuation technigues used by the Company include discounted cash flow model. Assumptions
and inputs used in valuation technigues include risk-free rates, bond and equity prices, toreign
currency exchange rates, equity ad equity index prices. The objective of valuation techniques
is to arrive at a fair value determination that refiects the price of the financial instrument at the
balance sheet date that would have been detenmined by market participants acling al arm’s
length.



5/

Valuation models for valuing securities for which there is no active market requires significant
unobservable inputs and a higher degree of management judgement and estumation in the
determination of (air value Management judgement and estimation are usually requircd lor
selection of the appropriate valuation model to be used, determination of expected future cash
lows on the financial instrument being valued and selection of appropriate discount rates, ete,

[he table below analvses equity instruments measured at fuir value at the end of the reporting
period by the level in the fair value hierarchy into which the fair value measurement 1s

categorised:

30 June 2014 Level | Level 2 Level 3 Total
Rupees

Financial assets at fair value through
profit or loss FIHSTH078 - - T18.578.075

10 June 2013

Financial assets @ fair value through
profit or loss JUR.RI298Y - . YR 857,99

38.0.4 Interest rate risk

Interest rte risk is the risk that the value of a financial instrument will fiuctuate due to changes in
market interest rates. At the reporting date the interest rate profile of the Company’s significant
interest bearmg hnancial instruments was as follows:

2014 013 2014 2013
Eftective rate Carrving amouni
- in Percentage Rupees ——emmmemmemm
Long tertn loans Tk [ C00.000,000 325,000,100
Cash ot bunk - depostt aeeounts 7.1 63 13,702 H, 180,744

10,103,702 331,190,744
Financial liabelities

(695,864)

Short ternt borrowinigs secured (0.7 RN "
L0 103,702 330,494,875

jved rafe (nsriineas

Pair value sensitivity ana

The Compuny does not account for any fixed rate financial assets and liabilities at fair value
through profit or loss. Therefore a change ininterest rates at the reporting date would not atfect

profit or loss account.

A change of 100 basis points in interest rates at the reporting date would have increased /
(decreased) for the year by the amounts shown below, This analysis assumes that all other

{34
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variables, in particular foreign currency rates. remain constanl. The analysis is performed on the
same basis for 2013.

Profit or loss

100 bps HIU bps
Increase Decrease
Rupees
As al 30 June 2014
Cash low sensitivity - Vanable mte Grancwl labihites LORLO37 (LO01LU3T)
As ar 3 hune 2613
Cash flow sensimviny - Vartable rate Geaacal labilities e g L3k N3

The sensitivity analysis prepared s not necessarily indicative of the effects on profit for the vear
and assets ¢ labilities ol the Company,

18.6.5 OUperational risk

Operational risk 1s the risk of direct or indirect loss arising from a wide variety of causes
associated with the Company’s processes, personnel, technology and infrastructure, and from
external tactors other than credit, marker and liquidity risks such as those arising from legal and
regulatory requirements and generally accepted standards of corporate behaviour. Operational
risks arise from all of the Company’s operations,

The Companyv’s objective is to manage operational risk s as to balance the avoidance of
tinancial losses and damage to the Company s reputation with overall cost effectiveness and to
avoid control procedures that restrict iniliative and creativity.

The primary responsibility for the development and implementation of controls to address
operational risk is assigned to senior management within the Company. This responsibility is
supported by the development ot overall Company standards for the management of operational
risk in the following areas:

requirements for appropriate segregation of duties, includmg the independent authorization
of transactions

= requirements for the reconcthation and monitoring of transactiony

- compliance with regulatory and other legal requirements

- documentation of controls and procedures

- requirentents for the periodic assessment of operational risks faced, and the adequacy of
controls and procedures to address the risks wdentified

- development of contingency plans

- training and professional development

- ethical and business standards

= risk mutigation, incluling insurance where this is eftective



I8.7 « .'1|li:.1l management
The Board's policy is to maintain an efficient capital base so as to maintain investor, creditor
and market confidence and to sustain the future development of its business. The Board of
Directors monitors the return on capital erployed. which the Company defines as operating
income divided by total capital employed. The Board of Directors also monitors the level of
dividends to ordinary sharcholders.

The Company’s abjectives when managing capitul are:

(1) to safeguard the entity’s ability to continue as a going concern, so that it can continue 1o
provide returns for sharcholders and benefits tor other stakeholders, and

(11} to provide an adequate return to shareholders.
The Company manages the capital structure in the context of ceonomic conditions and
the risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Company may adjust the amount of dividends paid to sharcholders, issue

new shares, or sell assets to reduce debt,

Neither there were any changes in the Company's approach to capital management during
the vear nor the Cotpany 15 subject to externally imposed capital requirements.

19 Corresponding lizures

Cuorresponding figures have been rearranged and reclassified. where necessary. However. there have
been no material rearrangements or reclassifications.

10 Non Adjusting esents alter the babinee sheet dane
The Board of Directors of the Company in its meeting held on 15 September 2014 has proposed a final
cash dividend of Rs. 9 per share, for the year ended 30 June 2014, for approval of the members in the
Annual General Meeting to be held on 24 October 2014,

| Date ol authovisation for 1ssue

The financial statements have been authorized for issue by the Board of Directors of the Company on
|3 Seprember 2014,

Lahore
15 September 2014 Director Chairperson & CEQ

71






Consolidated Financial Statements
for the Year Ended 30 June 2014

+






(pia

KPMG Taseer Hadi & Co. Teleptione « 92 (42) 45786 (0AN1-&
Chartered Accountants Fax « Q4 (A2} 3RTE OROT
nd Floor, Intermet www kDmg com pk

Seras Houss
2 Main Gulberg Jail Roac,
Lahore Pak:stan

Auditor’s Report on Consolidated Financial Statements

We have audited the annexed consolidated financial statements comprising
consolidated Balance Sheet of Ferozsons Laboratories Limited (“the Holding
Company”™) and its subsidiary companies as at 30 June 2014 and the related
consolidated Profit and Toss Account, conselidated Cash Flow Statement and
consolidated Statement of Changes in Equity together with the notes forming part
thereof. for the year then ended. We have also cxpressed separate opinions on the
financial statements of Ferozsons Laboratories Limited and its subsidiaries. These
financial statements are the responsibility of the Holding Company’s management.
Our responsibility 1s to express an opinion on these financial stalements based on our
audit.

Our audit was conducted in accordance with the Intermational Standards on Auditing
and accordingly included such tests of accounting records and such other auditing
procedures as we considered necessary in the circumstances

In our opinion, the consolidated linancial statements present fairly the financial
position of Ferozsons Laboratories Limited and its subsidiary companies as at 30 June
2014 and the results ol their operations for the year then ended.

-'.\--s_ -

A 5 s ]; b St J .\ i
Date: 15 September 2014 KPMG Taseer Hadi & Co.
Chartered Accountants
Lahore (Kamran Igbal Yousafi)

PG Tasenr beaci & L = Panpetioap Wm registeted in Pasilan
dunt membor




EOQUITY AND LIABILITIES

_'5'1"51‘.’.!':’ i :J_"!',';.lr’ .Nm’ FUNCIUCS

Authorized share capital
S0.000.000 (2013: 50.000,000) ordinary
shares of Rs. 10 each

Lasued. subsceribed and pard up capital
Capital reserve
Accumulated profit

Eguity atdributable to owners of the Company

Non-controlling inferests

Surplus on revaluation of property,
plant and equipment

Naavcurrent fiabilition

Deterred taxation
Current linbelitios
Trade and other payables

Short term borrowings - seeured

Contingencies and commilmonis

e

CONSOLIDATED BALANCE SHEET AS

Vate

|

it

-

= -
S91.662.75

2014
l(ilpt'\'\

S00.000,0040

AD.868,410
321.843

289.472.502

i

98.750.513

2.600.413.208

420,677.699

121.832.192

S23202919
495,829

323,698,748

1.756.621.907

2013
Rupees

500.000,000

301868410
321.843

2.061,029,564

2.363.219.817

72,090 498

2435310315

378,719.924

04,932,160

38S.,502.736
1.241.992

386,744,728

3.265.707.127

The annexed notes from | 1o 37 form an integral port of these consolidated financial statements.

Lahore
I3 September 2014
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Property. plant and equipment
Intangible assets

Long term deposits

Stores, spatre parts and loose wols
Stock v trade

Irade debts - considered poad

Loans and advances - considered good
Deposits and preparnents

Other recevables

Stort terme investoents

Advance tax - net

Cash and bank balances

Note

Iy

2013
Kupees

1.518.791.709
1,884,709
7,733.100

[.528 409518

19,552,601
£46.906.085

206,232,139

18010264

46,290,743
7.412.959
413499520

72,357.631

1,737.297.609

3265707127

Chairperson & CEO
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CONNOLIDATED
PO T

Revenue - net
Cost of sales

(. 1rass |'I"l-|I|

Administrative expenses

Selling and distribution expenses
Finance cost

Other expenses

Other income

Probt hefore taxation
Taxation

Pratit atrer taxalio
'-'u'.".'f'.‘-'.’..'l"ru Fea.

Ovwners of the Company

Non-controlling interests

Profit tar the v

Earnings per share - basic and diluted

PROVTI

AR EAND

Now

[

T}

1"
3

AR RS

C — -

b ]

AC COUNS

4
i 2013
Rupuees Rupees
360,333 2.878.746,743

(1498 326,5060)
1,380,420,177

(167,652,58G)
(684,909 625)
'N1.809) (15.465,171)
TTAMTY (43.623.930)
$.211,384 34,259,592

323.025457

(56.648.761)

406.379.696

15,502,792 455.062.472

(0] 3 11,317,224

16280 466.379.086

Foid 15,07

The annexed notes from [ 1o 37 form an integral part of these consohdated financial statements.

Lahore
15 September 2014

TR

Director

Chairperson & CEO



| | | ()l LI TTENSEN B INCONL
| <« il P i) hJUNE 2014
2014 2013
Rupees Rupees
al satibi 552.162.80 166.379.696

Other comprehensive income for the vear :

D e incon lie 83216280 466.379.696

Owners of the Company N25.502,7192 455,062,472
Non-controlling interests IRENIRIT S 11.317,224
2 466,379,696

I'he annexed notes from | to 37 form an integral part of these consolidated financial statements.

Lahore |
15 September 2014 Director Chairperson & CEO



CONSOLIDATED CASI OM STATENMEN]
FOR THE YEAR ENDED 3ESUNE 2004

i
Nuiger [uprees
Cash flow from operiting aetivitics
Prolit belvre luxation BT
Aedprsdenenis far
[Deprecintion I THRTY St
At bsateen I A
Crinrnan sife il property, plant snd eguipmen! 3T
Loss on wiite oll of property, plans and equepimient (1, 377 MKt
Finmnue costs BT
PProv ision for Workers' Profin Pacticipation Fund Hi A6,
Provision for Workers” Weltare Fund U T
Provision for Centrnl Resverch Fund s
Cranp v re-measurentent of shiorr leem v gatinients o Lo viloe 44
Cramn o siue of short erm mvestinents R L
Dovieend tcome. protit on bank depasits and comnssions HIN
ey |
Cash generated from operations before working capital chamnges N NNT.2S
EiTect on cash flose due o warking capitd] changes
Fhaceeased D decrease i crirvei asels
Stores. e parts and Joose tools : t
Laoans, advanves, deposds and prepayments [ 3201325
Stock tatrade i &
Tradye dobis - consndered ‘l_.'ﬂ-‘.’ =350
IR E

Decroase / jebecrease) wr carreat abities
Ttade and other payables

Cash generated from operations

Tames pasdd

Worsers” Prolit Pasticipaton Fund paat

Workers” Welfare und pind

W karrs" Conteal Research Fund pad

Net cash generated from operating activitics

Capntad expenditure mcarrod

Urocead s fret sale of property, plant aed aqipment

Dris idend imeome, profit on bank deposits dod commnssns
Avyursition vl short teom mvestments

Long lerny deposits

Net cash used ininvesting acuvitios

Copsde flaw fromm financing ictivities

CRepayment)  revetpt of short term hurrewines
Tividenst pard

Finance cost pand

Net cash used in inancing activities

Netinerease in cash amd caslecguivalents
Cash and cash equivalents at the beginning of year

Cashoand cash equivalents at the end of vear hy

[ ansexed notes from 11 37 Form du mdegral part ot these consolidited fnaneial stitements,

Lahore
15 September 2014 Drector

2013
Rupees

323028457

148,327.072
| 870338
i4,360.587)
13,463,171
2374923
9499 652
3344 372
(29579, 4610)
(617,554)
(159,492 48Y)
| 50,055,274

(HLEe2.918)
{22,713.504)
(23

19,455,059 |

T1577,172,6492)

{69089 518)
126,871,321
148,21 7.093)
121,35095%)
1%.273.130)
(4988.847)
153,090,876

W0 L02,532)
6687971
|9 497 ARY
(3K, 0546810
LIRY SO0y |

(201,966,273

1241992
(121,364 347
1124584, 5064)
(132.006,919)
9417684
97017923

107,033,607

_—

Chairperson & CEO
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CONSOLIDATED SIATEMENT OF CHANGES IN EQU ITY
FOR THE YEAR ENDED 30 JUNE 20104

Haluove as at 01 July 2032
Tatal comprehensive weome for the year

Surplus transferrad w0 socumulated profit
-an account of incremental depreciabion charged
during the year - net of

Transactiuns with onners of the Campany:
Fina! divadend lur e vear ended 30 June 2012 @ Bs 430 per share
Borius shares issued at 5 % fo) the year enided 30 June 2012

Balupce a3 at 30 June 2013
Total comprebensive income for the vear

Surplus / deficit transferned to accumulated profic:
-on account of incremental depreciativn charged
dunng the year- net of tay
—on account of dispesal during the period - net of tax

Transactions with owners of the Company:

-Final dividend for the year caded
30 Jupe I013:@ Rs. 7 per share

-Interim dividend for the vear ended
30 June 2014 2 Hs 3 per share

Halunce s 2t 30 June 2014

The anescd nates from 1o 37 (oo an itegral pan of these consolidated lwansial statements

[Lahore
I3 Seprember 2014

seteibtahle fo Owners of the Compans

Acqunmlared

Non-tontrolling |

Share apiiul 1 Total Yoial
capitl resrve ekt Interes
S o T E o= ..||||...‘t||i|""_'1.. T T I -
|
287 493 720 320843 144227 K00 2,002,043453 60,773,274 | ZU92.818727
. i AES062,477 455,062,472 11,317,224 | 166,379,656
|
s 5,486 066 5,486,066 = 5,486,066
3 (129312174 | [(129,372.119) | g [LIESF,}T;‘..I'H}
14.574,.0%0 L l 1. JT-I ] - =

14,374,690 (143,746 Bad) tl""ﬂ..\ 2,174} (129,372.174)
A, A68AT0 ITLE4Y 061,029,564 2363219817 72090498 | 2438310315
5 - 525602791 515,502,792 26,661,015 552,162 807

2 | E 570,467 \ 5.570.467 z 5,570,467

- - (761,911) | (761.911) - (761,911}

- SI0311348  S10311348 16,660,615 556,971.363

- | Enavam| feusessn | | - | |enaerssn

- i | (90.560,523) | | (90.260,523) - | | eesesszy)

= B (301 868410) (301,868,410} - (301,865,410)

T IR 2R 3 f:w.a':_-}.:.' 259] 602 T4% N TS5

) AnX 410

Directon

2 650 413.26H
¢

Chairperson & CEO
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NOTESTO THE CONSOLIDATI FINANCIAL STATEMENTS
FORITHE YEARENDED 30 JUNE 2014

Reporting entity

Ferozsons Laboratories Limited (“the IHolding Company™) was incorporated as a private limited
company on 28 January 1954 and was converted into a public limited company on 08 September
1960, The Holding Company is listed on the Karachi, Lahore and Islamabad stock exchanges and
is primarcily engaged in the import, manufacture and sale of pharmaceutical products. Its registered
office is situated at 197-A, The Mall, Rawalpindi and the factory 1s located at Amangarh, Nowshera.
Khyber Pakhioon Khwa,

“The Group™ consists of the following subsidiaries

Company Country of Nature of husiness Effective holding
incorporation 2014 2013

BF Biosciences Puakistan [mport, manufacturing and 30 80

Limited sale of pharmaceutical products.

Farmacia Pakistan Sale and distribution of medicines u8 Y¥

and other related products.

Basis of preparation

Y Consolidated financial statements

These consehdated financial statements have been prepared from the information available in
the audited separate financial staterments ol the Holding Company for the year ended 30 June
2014 and the audited finuncial statements ol the subsidiary companies for the year ended 30
lune 2014,

2.2 Statement of compliannet
These consohdated financial statements have been prepared m accordance with the approved
accounting standards s appheable i Palastan. Approved accountng standards comprise
of such International Finuncial Reporting Standards (IFRS) 1ssued by the International
Accounting Standards Board as are notified under the Companies Ordinance, 1984, provisions
of and directives issued under the Companics Ordinance, 1984, In case requirements differ. the
provisions of and directives of the Companies Ordinance, 1984 shall prevail.

2.3 Standarvds. interpretations and amendments to published approved accounting standards

231 New stundards, ammendments to appn d accounting standards and interpretations

which became effeetive during the vear coded 30 . June 2014

During the year certain amendments to standards or new interpretations became effective,
however, the amendments or interpretation did not have any matenal elfeet on the financial
statements of the Group.
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Fhe Tollowine stapdards. amendments dandd interpretations ol Gy proved acpounting

stand:rds will be effective o aeconuting periods bevinning an or after 01 July 1014
[FRIC 21- Levies “an Interpretition on the accounting for levies imposed by governments’
(efTective for annual periods beginning on or after | January 2014). The Interpretation clarifies
that the obligating event that gives rise to a lability to pay a levy is the activity described in the
relevant leaislation that triggers the payment of the levy. The interpretation is not likely to have
an impact on financial statements of the Growp. '

Offsetting Financial Assets and Financial Liabilities (Amendments to 1AS 32) — (effective for
annual perivds beginnmg on or after 1 January 2014). Ihe amendments address inconsistencies
in current practice when applying the offsetting criteria in IAS 32 Financial Instruments:
Presentation. The amendments clanty the meaning of *currently has a legally enforceable right of
set-of1™: and that some gross settlement systems may be considered equivalent to net settlement.

The amendments are not likely to have a material impact on financial statements of the Group

Amendment to [AS 36 “lmpairment of Assets™ Recoverable Ameunt Disclosures for Non-
Financial Asscts {effective for annual periods beginning on or afier | January 2014). These
narrow-scope amnendiments to IAS 36 Impainment of Assets address the disclosure of information
about the recoverable amount of impaired assets it that amount is based on fair value less costs
of disposal. The amendment is not likely 10 have a material impact on financial statements of
the Group.

Amendments to [AS 39 “Financial Instruments: Recognition and Measurement™ Continuing
hedue accounting after derivative novation (effective for annual periods beginning an or after
| January 2014). The amendments add a limited exception to IAS 39, to provide relief from
discontinuing an existing hedging relationship when a novation that was not contemplated in
the ongmal hedging documentation meets specific eritenia, The ammendments are nat likely 10

have an impact on financial statements of the Group.

Amendments 1o [AS 19 “Employee Benetits” Employee contributions — a practical approach
tettective forannual periods begimmng onor after | fuly 2014). The practical expedientaddresses
A issue that arose when umendments were made in 2011 to the previous pension accounting
requirements. The amendinents introduce a relicl that will reduce the complexity and burden
of accounting for certain contributions from cmployees or third partics. The amendments
are relevant only to defined benefit plans that involve contributions from employees or third
parties meeting certain eriteria, The ammendments are not likely to have an impact on Anancial
statements of the Group

Amendments to TAS 38 [ntangible Assets and TAS 16 Property, Plant and Equipment (effective
for annual periods beamning on or after | January 2016) introduce severe restrictions on the use of
revenue-based amortization for intangible assets and explicitly state thal revenue-based methods
of depreciation cannot be used for property, plant and equipment. The rehuttable presumption
that the use of revenue-based amortization methods for intangible assets is inappropriate can be
overcome only when revenue and the consumption of the economic benefits of the intangible
asset are “highly correlated”. or when the intangible asset is expressed us a measure of revenue.
The amendments are not likely to have an impact on financial statements of the Group.
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IFRS 10 *Consolidated Financial Statements’ — (effective for annual periods beginning on
or after 1 January 2015) replaces the part of [AS 27 *Consohdated and Separate Financial
Statements, [FRS 10 mtroduces a new approach to determining which investees should be
consolidated. The single model t be applicd ar the control analysis requires that an investor
controls an mvestee when the mvestor s exposed, or has rights, to variable returns trom its
involvement with the mvestee and has the abiliy to aftect those returns through its power over
the investee. [IFRS 10 has made consequential changes to [AS 27 which is now called "Separate
Financial Starements” and will deal with only separate financial statements, 'The standard 1s not
[ikely 1o have a material impact on financial statements of the Group.

IFRS 11 “Jomt Arrangements’ (effective lor annual periods begimning on or atter 1 January
2015) replaces IAS 31 “Interests m Jomnt Ventures™. Frestly, 1t carves outy from [AS 31 jointly
controlled entities, those cases i which altiough there 1s a separate vehicle, that separation is
inettective in certam ways. These arrangements are treated similarly to jointly controlled assets/
operations under [AS 31 and are now called jomt operations. Secondly, the remaimder of TAS
31 jomtly controlled entities, now called jomnt ventures. are stripped of the free choice of using
the equity method or proportionate consolidation; they must now always use the equity method.
IFRS 11 has also made consequential changes i TAS 28 which has now been named * lnvestment
in Associates and Joint Ventures™. The amendinents requiring busimness combination accounting
10 be applied 1o acquisitions of nterests i . jomt operation that constitutes @ business are
clfective for annual pertods begmuning on or alier | Linoary 2016, The standard 18 not likely to
have a material impact on [inancial statements of the Group.

IFRS 12 “Disclosure ol Interest in Other Entities” (effective for annual periods beginning on
or atter | January 2015) combines the disclosure requirements tor entities that have interests
in substdiarios, joint arrangements (i.c. joint operations or joint ventures), associates and’or
unconsolidated structured entitics. into one pluce. The standard is not likely to have any impact
on financial statements of the Group.

ITRS 13 *Far Value Measurement” effective Tor annual periods beginning on or after 1 January
2015 delines tair value. establishes a tramework for measuring tair value and sets out disclosure
requirements for fawr value measurements, [FRS 13 explans how to measure fur value when
it s required by other [FRSs. It does not mtroduce new fanr value measurements, nor does 1t
chminate the practicability exceptions to e vilue measurements that currently exist in certain
standards. The standard 15 not hikely w have an mapact on financial statements of the Group.

Amendment 1o TAS 27 “Separate Financial Stutement” (efleelive Tor annual periods beginning
an or alter 1 Janvary 2016) The amendments 1o TAS 27 will allow entitics o use the equity
mothod to aecount for investments in subsidiaries, joint ventures and assaciates in their separate

lingncial statcments.

Agriculture: Bearer Plants [Amendment to TAS 16 and [AS 41 (efTective for annual periods
beginning on or after | Junuary 2016). Bearer plants are now in the scope of [AS 16 Property,
Plant and Equipment for measurement and disclosure purposes. Therefore, a Group can clect
o measure bearer plants al cost. However, the produce growing on bearer plants will continue
to be measured at FTar value less costs o sell under TAS 41 Agriculture. A bearer plantis a plant
that: 1s used in the supply of agricultural produce: is expected to bear produce for more than



one period: and has a remote likelihood of being sold as agricultural produce. Before maturty.
bearer plants are accounted for i the same way as self-constructed items of propefty, plant
and equipment during construction. Lhe standard is not likely to have any impact on/financial
statements of the Group,

Annual Improvements 2010-2012 and 2011-2013 cyeles (most amendments will apply
prospectively for annual peniod begimning on or after | July 2014). The new eyele of

improvements contain amendments o the following standards: '
|

0 IFRS 2 *Share-based Payment’, IFRS 2 has been amended to clacity the definition of
‘vesting condition” by separately delining *performance condition” and “service condition”.
The umendment also clarifies both: how to distinguish between a market condition and a
non-market performance condition and the basis on which a performance condition ¢an
be differentiated from a vesting condition.

0 [FRS 3 ‘Business Combinations’ These amendments clanfy the classification and
measurement of contingent consideration in a business combination. Further ITRS 3 has
also been amended to clarity that the stndurd does not apply to the accounting for the
formation of all types of jomt arranpements including joint operations in the financial
statements of the joint arrangement themselves,

o IIRS 8§ ‘Operating Seaments” has been amended o explicitly require the disclesure of
Judgments made by management in applying the aggregation enteria. In addition this
amendiment elanifies that a reconcihation ol the total of the reportable segment’s asscts o
the entity assets s required only if this information is regularly provided to the entity’s
chiet operating decision maker. 1his change aligns the disclosure requirements with those
for sepment habilities. |

o Amendments to TAS 16 Property. plant and equipment” and [AS 38 *Intangible Assets”.
The amendments clanty the requirements of the revaluation model in IAS 16 and [AS 38,
recognizing that the restatement of accumulated depreciation (amortization) is not always
proportionate to the change i the gross carrying amount of the assel,

o IAS 24 *Related Party Disclosure’. The defimition of related party is extended t¢ include
a management entity that provides key management personnel services to the reporting
entity, cither direetly or through a group entity.

o TAS 40 Investment Property’ [AS 40 hus been amended to clarify that an entity should:
assess whether an acquired property is an investment propecty under IAS 40 and perform a
separate assessment under [FRS 3 to determine whether the acquisition of the investment
property constitutes a business combination.

Basis ol measurement

These consolidated financial statements have been prepared on the historical cost convention
except for eertain items of property. pliat and equipment that are stated at revalued amounts
and investment in listed securities and (inancial instruments that are stated at their fair values.
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The methods used to measure fair values are discussed further in their respective policy notes.
Functional and presentahion currency

These consolidated financial statements are presented in Pakistan Rupee ("Rs.”) which is
alse the Group's functional curreney. All financial information presented in Rupees has been
rounded 1o the nearest rupee, unless otherwise stated.

Lse ol estines and judecmoents

The preparation of consolidated linancial statements in conformity with the approved accounting
standards requires management to make judyments, estimates and assumptions that aftect the
application of policies and reported amounts of assets and liabilities, income and expenses.
The estimates and associated assumptions arc based on hustorical experience and various other
[actors that are believed 1o be reasonable under the circumstances, the results of which form
the basis of making judgment about carrving value ol assets and habilities that are not readily
apparent [rom other sources. Actual results may difter from these estimates.

lhe estimates and underlying assumptions are reviewed on a continuous basis. Revisions to
accounting estimates are recognized in the period m which estimates are revised il the revision
aftects only that period, or in the period of the revision and any future periods atlected.

Judgments made by the management in the application of approved accounting standards that
have significant ellvet on the consolidated financial statements and estimates with a significant
risk of material adjustment i the next vear are discussed in the ensuing paragraphs.

LProperty, plant and cquipmert

The Group reviews the useful lives ol property, plant and equipment on regular basis. Any
change in the estimates in tuture years might alTect the carrving amounts of the respective items
ol property, plant and equipment with a cornesponding etfect on the depreciation charge and
impairment.

lntangible asset

The Group reviews the rate of amortization and value of intangible assets for possible
impatrment, on an annual basis. Any change in the estimates in future years might affect the
carrying amounts of intangible assels with a corresponding aftect on the amortization charge

and impairment,

Stores, spare paris, loose tovts and stock in rade

['he Group reviews the stores. spare parts, loose tools and stock in trade for possible impairment
on an annual basis. Any change in the estimates mn future vears might allect the carrving
amounts of the respective items of stores, spares parts and loose tools and stock in trade with a
corresponding attect on the provision,
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Provision against trade debts, advances and other receivables

The Group reviews the recoverability of tts trade debts, advances and other receivables to
assess amount of bad debts and provision required there against on annual basis,

Provisions

Estimates of the amount of provisions recognized are based on current legal and constructive
requirements. Becanse actual outflows can differ from estimates due to changes in laws,
regulations, public expectations, technology, prices and conditions, and can take place many
years in the future, the carrying amounts of provisions are regularly reviewed and adjusted to
take account of such changes.

luxation

The Group takes into account the current income tax laws and decisions taken by appellale
authurities. Instances where the Group’s view differs from the view taken by the mcome lax

department at the assessment stage and the Group considers that its view on items ol material
nature is in accordance with law, the amounts are shown as contingent liabihues.

- Sivniticant acconnting policies

1Basis ol consolidation

The consolidated financial statements include the financial statements of the Parent Company
and its subsidiary companies. The accounting policies set out below have been applied
consistently to all peniods presented m these consolidated financial statementls, and have been
applied consistently by Group entities

Subsidiaries

Subsidiaries are those entities i which the Parent Company dircctly or indirectly controls,
beneticially owns or holds more than 50 percent of its voting securities or otherwise has power
to elect and appoint more than 50 percent ol its directors. The financial statements of subsidianies
are included in the consolidated financial statements from the date control commences. The
financial statements of the subsidiaries are consolidated on a line=by-line basis and the carrying
value of investment held by the Parent Company is eliminated against the Parent Company's
share in paid up capital of the subsidiaries. The Group applies uniform accounting policies for
like transactions and events in similar circumstances except where specified otherwise.

|

Emplovee henefits
Salaries, wages and benefits are accrued in the period in which the associated services are

rendered by employees of the Group and measured on an undiscounted basis. The accounting
policy for employee retirement benefits is deseribed below:

Staff provident fund

The Holding Company and the subsidiary company, BF Biosciences Limited, operate a
recognized provident fund as a defined contribution plan for employees, who fulfil conditions
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laid down in the trust decd. Provision is wade in the consolidated financial statements for
the amount payable by the Group to the tund in this regard. Contribution is made to the fund
equally by the Group and the employcees at the rate of 10% of basic salary.

Compensated absences

Ihe Group and its subsidiary company - BT Biosciences Limited provides for compensated
absences for its employees on unavailed balunce of leave in the period in which leave is earned.

Laxation

[ncome tax expense comprises current and deterred tax - Income tax expense is recognized in the
profit and loss account, except Lo the extent that it relates 1o items recognized directly in other
comprehensive income or below equity, in which case it is recognized in other comprehensive

income or below cquity respechively.

Current

Previsian for current taxation is based on taxable income at the enacted or substantively enacted
rates of taxation after taking into account nvailable tax credits and rebates, it any. The charge
for current tax includes adjustments to charce for prior years, if any

Delerred

Deforred tax is recognized using balance sheet method, providing for temporary ditferences
between the carrying amounts of assets and liabilities for linancial reporting purposes and
the amounts used for taxation purposes. The amount of deferred tax provided 1s based on the
expected manner of realization or settlement of the carrying amount of assets and liabilities,
using the enacted or substantively enacted rates of taxation.

The Group recognizes a delerred tax assel to the extent that 1t is probable that taxable profits
for the foreseeable tuture will be available against which the asset can be utithzed. Deferred
tax assets are reduced to the extent that 1t is no longer probuble that the related tax benefit
will be reahized. Further. the Group recognizes deferred tax asset / liability on deficit / surplus
on revaluation of preperty. plant and equipment which is adjusted against the related deficit /
surplus.

Property. plant and ecquipment, depreciation and capital work in progress

Ow el

Property, plant and equipment of the Group other than frechold land, building and plant &
machinery are stated at cost less accumulated depreciation and impairment loss, if any. Cost in
relation to property, plant and equipment comprises acquisition and other directly attributable
costs. Building, plantand machinery are stated at revalued amount less accumulated depreciation
and impairment Joss, if any. Freehold land s stated at revalued amount. Revaluation is carried
out every five years unless carlier revaluation s necessitated.
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Depreciation is provided on @ straight line basis and charged to profit and loss account to write
off the depreciable amount of cach asset, except for frechold land, over its estimated uselul Tife
at the rates specified in note 11 to these financial statements. Depreciation on depreciable assets
is commenced from the date asset is available for use up to the date when asset is retired.

Surplus arising on revaluation is credited o the surplus on revaluation of fixed asset account.
Deficit. if anv. arising on subsequent revaluation of property, plant and equipment iy adjusted
against the balance in the above mentioned surplus account. The surplus on revaluation of fixed
assets 1o the extent of incremental depreciation charged on the related assets is transterred to
equity, net of related deferred tax.

The cost of replacing part of an item of property. plant and equipment is recognised in the
carrying amount of the ttent if it is probable that the future economic benefits embodied within
the part will flow to the Group and its cost can be measured reliably, 1he carrying amount of
the replaced part is derecognized. The costs of the day-to-day servicing of property, plant and
equipment are recognised in profit or loss as mcurred.

Guin and loss on sale of an item of property, plant and equipment are determined by comparing
the proceeds from sale with the carrying amount of property, plant and equipment, and are
recognised net within “other income / other expenses™ in profit or loss account. When revalued
dsset is sold. the amount included in the surplus on revaluation of property, plant and equipment,
net of deferred tax. is transferred directly to equity.

Cupital work in proygress

Capital work in progress is stated at cost less identified impairment loss. if any, and includes the
expenditures on material, labour and appropriate directly attributable overheads. These costs
are transferred to property, plant and equipment as and when assets are available for their
intended use.

Intangible assets

Expenditure mcurred on mtangible asset 15 capitalized and stated at cost less accumulated
amortization and any wdentified unpairment loss. Intangible assets arc amortized using the
straight-line method over the estimated useful life of three years. Amortization of intangible
assets is cormmenced from the date an assel is capitalized.

Financial instruments

All the financial assets and Grnancial lubilities are recogmized at the time when the Group
becomes a party to the contractual provisions of the instruments. The Group de-recogmzes
4 financial asset or a portion of financial asset when, and only when, the enterprise loses
control of the contractual rights that comprise the financial asset or portion ol financial asset,
A financial lability or part of financial liability is de-recognized from the balunce sheet, when
and only when, it is extinguished i.e. when the obligation specified in the contract 1s discharged,
cancelled or expired. Any gan or loss on the recognition or de-recognition of the financial
assets and Labilities is included in the profit and loss account currently,

BY
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Significant financial assets include long lerm loan, long term deposits, short term investments,
trade debts. loans and advances, other recervables, short term investments, advance tax-net and
cash and bank balances.

Significant financial lLabilities are classified according to the substance of the contractual
agreements entered mnte. Significant financial labtlities are trade and other payables.

Financial assets and habilities

Financial assets and liabililies are recognized when the Group becomes a party to the contractual
provisions of the instrument. All financial assets and labilities are initiully measured at cost,
which is the fair value of the consideration given and received respectively. These financial
asscets and habilities are subsequently measured at fair value, amortised cost or cost, as the case
may be. The particular measurement methods adopted are diselosed in the individual policy
statements associated with each item.

Investments
Investments af fair value through prolit o loss

These include investments elassilied as held for trading or upon mitial recognition are designated
by the Group at fair value through profit or loss. Investments which are acquired principally
for the purpose of generating a profit {rom short term fluctuations in price or dealer’s margin
are ¢classified as held for trading. Afler inital recognition, these are stated at fair values with
any resulting gains and losses recognized direetly in income. Fair value of investments is their
quoted bid price at the balance sheet date. Transaction costs are charged to income currently.

Loans and receivables

I'hese are non-derivative financial assets with fixed or determinable payments that are not
guoted in an active market.

Long term toans

At initial recognition these fingncial assets are measured at fair value plus transaction costs
that are directly attributable to the acquisition of the financial asset, After initial recogmtion
these are measured at amortized cost using the effective interest rate method less impairment
loss. if any. A provision for impairment of long term loan is established when there is abjective
evidence that the Group will not be able to collect all amounts due according to the original
terms of loan.

Trade debres

Trade debts are carried at original invoice amount less an estimate made for doubtful debts
based on 4 review of all outstanding amounts at the year end. Bad debts are written off when
identified,
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Scettlement date accounting

All “regular way™ purchases and sales of financial assets are recognized on the settlement date.
i e. the date on which the asset is delivered 10 or by the Group. Regular way purchases or sitles
of financial assets are those contracts which requires delivery of assets within the time frame
generally established by regulation or convention in the market.

Lrade and other pavables

Liabilitics Tor trade and other amounts payable are carried at cost which is the fair value of the
consideration 1o be paid in future for goods or services recerved.

Offsetting of fimancial assets s linaneial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the balance
sheet only when the Group has a legally enforceable night to set oft the recognized amounts and
intends to either settle on a net basis or realize the asset and settle the liability simultaneously.

Provisions

Provisions are recognized when the Ciroup has a present legal or constructive obligation as
a result of past cvents and it is probable that an outflow of resources embodying economic
henefits will be required to settle the obligation and « reliable estimalte of the obligation can
he made. However. provisions are reviewed at each balance sheet date and adjusted to reflect
current best estimate.

Forcian curreney

All monetary assets and habilities in foreign currencies are translated into rupees at exchange
rates prevailing at the balance sheet date. Transactions in foreign currencies are translated
into rupees at exchange rates prevailing at the date of transaction. Non-monetary assets and
liabilities that are measured in terms of historical cost in a foreign currency are translated
into rupees at exchange rates prevailing at the date of transaction. Non-monetary assets and
liabilities denominated in foreign currency that are stated at fair value arc translated into rupees
at exchange rates prevailing at the date when fair values are determined. Exchange gans and
losses are included in the income currently,

Stores, spare parts sind loose tools
Stores, spare parts and loose tools are valued at lower of cost and net realizable value. Cost

is determined on weighted average cost basis. [tems in transit are valued at cost comprising
invoice value plus other incidental charges incurred thereon.

Pl
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Stocks in trade

Stocks are valued at the lower of average cost and net realizable value. Cost is determined as

[Dlows:

Raw material - at moving average cost
Work in process - at weighted average cost of purchases and

Finished goods applicable manulicturing expenses

Cost comprises of purchase amd other costs incurred in bringing the material to their present
location and condition. Net realizable value signifies the estimated selling price in the ordinary
course ol business less estimated costs necessarily (o be incurred in order to make a sale.

Cash and cash cquivalenis

For the purpose of cash flow, cash and cash equivalents mainly comprise cash and bank balances
wluch are stated in the balance sheet at cost.

Revenue recoanilion

Revenue reprosents the fair value of the consideration recerved or receivable for sale of
pharmaceutical products. netof discounts. Revenue is recognized when the goods are dispatched
and title passes to the customer, it is probable that the economic benefits associated with the
transaction will flow to the Group and the amount of revenue, arcd the associated cost incurred,
o to be ineurred. can he measured reliably.

Borrowing costs

Mark-up, interest and other divect charges on borrowings are capitalized to the related qualifying
asset till substantially all the activities necessary to prepare the qualifving asset for its intended
use are complete. All other mark-up, interest and related charges are charged to the profit and

loss account as finance cost.
Finance income

Finanee icome comprises interest income on funds invested. dividend income. exchange gain
and changes i the fair value of financial asset at fair value through profit or loss. Income on
bank deposits 15 accrued on a time proportion basis by reference to the principal eutstanding
and the applicable rate of return. Foreign currency gains and losses are reported on a net basis.

Dividend income relating 10 post acquisition profit is recognized when the right to receive 1s

established.,

Grains and losses on sale of nvestments are accounted for when the settlement (settlement date)

for sale of security is made.
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321 Impairment

Finuncial assets

A finuncial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows
of that asset.

Individually significant financial assets are tested for impairment on an individual basts, The
remaining financial assets are assessed collectively in groups that share simular credit sk

characteristcs.
All timpairment losses are recognised in profitor loss account. An impairment Joss is reversed in
the profit and loss account if the reversal can be related objectively to an event occurring after

the impairment loss was recognised.

Non financial assets

The carrying amounts of the Group’s assets are analyzed at each balance sheet date to determine
whether there is any indication of impairment loss. 1M any such indication exists, the recoverable
amount of assets is estimated i order to determine the extent of the impairment loss, if any.
Impairment losses are recagnized as expense in the profitand loss account.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use
and 1ts fair value less costs to sell. In assessing value in use, the estimated (uture cash flows
are discounted o their present value using a pre-tax discount rate that reflects current market
assessments of the tine value of money and the risks specific 1o the asset. In the absence of any
information about the fair value of a cash-generating unit. the recoverable amount is deemed
to be the value in use. For the purpose of impatrment testing, assets are grouped together mto
the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash mflows of other assets or groups ol assely (the “cash penerating unit™).

An impairiment loss is recognised if the carrying amount of an asset or its cash generating
unit esceeds its estimated recoverable amount. Impairment losses are recognised in profit and
luss aceount. Where conditions giving rise to impairment subsequently reverse, the effect of
the impairment charge 1§ also reversed as a credit to the profit and loss account. Reversal of
impairment loss is restricted to the original cost of asset.

322 Operating seement

Operating segment is reported in @ manner consistent with the internal reporting provided to
the chief operating decision maker, The chief operating decision maker who is responsible for
allocating resources and aceessing performance of the operating segments. has been identified
as the Board of Director of the Group that makes strategic decisions.

93
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FEROZSONS

Issued, subseribed and paid up capital
[A41,952(2013: 1.441.,952) ordinary shares of Rs. 10 each
fully patd n cash

119,600 (2013: 119.600) ordinary shares of Rs. [0 cach
issued in lien o NWF Industries Limited and
Sargodha O1l and Flour Mills Limited since merged

28.625.289 (2013: 28.625.289) ordimary shares of Rs, 10 cach
issued as fully paid bonus shares

Capital reserye

20104
Rupees

14419520

I 190000

286252890

MLRO8A1D

I
2013

Rupees

14419520

1,196,000

286,252,890

301.868.410

This represents capital reserve arose on conversion ol shares of NWT Industries Limited and Sargodha

Oil & Flour Mills Limited, since merged,

Surplus an revaluation of propecty. plant and couipment

Surplus on revaluation of property. plant and ¢quipment as at 1 July
Surplus arsing on revaluation of property,
plant and equipment during the yvear
Swrplus transferved to equity:
-on account of incremental depreciation charged
during the year - net of tax
- Net of deferred tax
- Relared deferred tax Lability

Deficit transforred to equity:
- on account of disposal of fixed assets during the year-net of tax
- Net of deferred tax
- Related deferred tax Liability

Related deferved tax liability:
- On revaluation as at | July
- On revaluation during the year |
- Translerred to accumulated prolit
- on account of incremental depreciation charged during the year
- on account of disposal of fixed assets during the year

Surplus on revaluation of property, plant and cquipment as at 30 June

201

Rupees
12374432

71,948,202

{SA5370.467)
(2.86Y.0H35)

(8441102

761,911 |

192499
WE R
407036942

(23.651.508)
(25 181.871)

2. 869,635

(392,499

(46.359.243)

1201677 600

402.374.432

2013
Rupees

410.814.534

(5.486,066)
(2,954,036)

(8.440,102)

(26,608,544)

2,954,036

(23.654.508)

378.719,924
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The frechold land. building and plant & machinery were revalued by independent valuers in years
1976, 1989, 2002, 2006, 2011 and 2014 respectively. These revaluations had resulted ina cumulative
surplus of Rs. 562.14 million, which has been included in the carrving values of free hold land,
building and plant & machinery respectively and credited 1o the surplus on revaluation of property,
plant & equipment. The surplus is adjusted by surplus realized on disposal of revalued assets, il any,
and incremental depreciation arising due to revaluation, net of deferred tax.

2014
Opening Charge to / (reversal from) Closing
Profit or Surplus on
7 Deferred taxation loss revaluation
--------------------- Rupees ---==mem-cmmcccnanna-
Taxable temporary difference
Accelesated tax depreviation allowances | 76,963,672 | [ (1,490,724) | - ‘ 75,472,948 |
Surplus on revaluation ol property.
plant and equipment 23,654,508 (2,477,135) 25181871 | | 46,359,244
100,618,180 (3.967.839) 25,181,871 121,832,192

Unused tax losses [ (26,229.145)] [ 26,229,145 - -

Minimum tax recoverable against '
noimal lax i tuture (9.456,875) 9.436.875 -

(35,686,020) 35,686.020 - -
04,932,160 3L718,161 25181871 121,832,192
2013
Opening Charge to / (reversal from) Closing
I'rofit or Surplus on
loss revaluation
..................... UDUCS = s —m=-c--“2-“sm=smm===
Taxable temporary difference - R
Accelerared tax depreciation allowances| 139819963 | ] (62,830,291 - \ 76,963,672
Surplus on revaluation of propeity,
plant and cquipment 20,608,544 l { (2.954,030) | - \ | 23,654,508 i
160,428,309 (65.810,329) - 100,618,180
Deiductible temporary differences
Unused tax losses 5643272 | 28414,127 | ][ 26.229,145)]
Minimum tax recoverable apainst
normal tax i future (8,436.7106) (1.020,159) | - l (9.456,873)
(63.079.988) 27.393.968 i (35,686,020)
103,348.521 (38,416,361) - 64 932,160
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2004 2013
Note IRupees Rllpi:t.'ﬁ
8 Irade and other payaliles
Creditors I35.071.181 247916046
Accrued liabilities 21.901.861 8998174
Advances from customers 20,412,230 32957953
Unclaimed dividend 35.388.721 23,403,000
Tax deducted at source 1.169.342 43,519
Provision for compensated absences 8.499.035 7,088,403
Waorkers’ Profit Participation Fund N/ 43420315 26,720,367
Central Research Fund 8.2 8,183,517 5,244,749
Workers™ Welfare Fund 15,392,480 9.499 692
Advances from employees against purchase of vehicles 21.868.671 18.585,774
Due to related parties - unsecured 2,959,716 3,720,991
Other payables 2 835.844 1,324,068
_-?:_m:‘uw _ 385,502,736
8.1 Warkers™ Profit Participation Fund

Balance at the beginning of year 20,720,368 21.341.515
Interest on funds utilized 2.923.243 2,980,607
Provision for the year 40.500.542 23,749,230
70,150,153 48,071,352
Payments made during the vear (26,729.838) (21.350,985)
43.420.315 26,720,367

Y6

The fund balance has been utilized by the Holding Company and the subsidiary company, BI
Biociences Limuted, for their own business and an mterest at the rate of 11.88% 10 52.50%
per annum (2013: 12.99% to 33.75% per annum) has been credited to the fund. Interest is
calculated at higher of 75% of the cash dividends paid rate or 2. 5% plus bank rate as at 30 June
2014, as required under Companies Profit ( Workers™ Participation) Act, 1968,

2014 2013
Rupees Rupees
Centeal Research Fumd
Balance at the beginning of the year 3,244.749 4,989,224
Provision for the year 5.183.140 5,244.372
3 A427.8%9 10,233,596
Payments made during the year (3.244.372) (4,988.847)
¥.A83517 5.244,749
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2014 2013
Note Rupees Rupees
Short term borrowings - secured
Running finunce facility from:
HSBC Bank Middle East Limuted 9.1 - 695,869
Allied Bank Linmuted 9.1 195,829 546,123
445,829 1.241,992

9.1

The Group has short term borrowing facilities available from various commercial banks under
mark up arrangements having agpregate sanctioned limit of Rs. 663 million (2013: Rs, 560
million) These tacilities carry mark up at the rates ranging {ram one to three months KIBOR
0.3% to 1.5% per annum (2013: one to three months KIBOR 0.3% w 2% per annum) on
the balances vutstanding. Out of aggregate facilities, facilities amounting to Rs. 365 milhion
(2013: Rs.260 million ) are secured by first part passu charge over current and future assets
of the respective compantes i the Group and remaining facility amounting to Rs. 300 million
(2013: Rs. 300 million) is secured by lien on the Holding Company’s shart term investments in
mutual funds which shoud be 110% of the maximum limit allowed for utilization. Under this
arrangement Rs. 330 million (2013: 139.6 million) is marked under lien as at 30 June 2014.

These facilities are renewable on annual basts by 30 April 2015.
Contingencies and commitments

Contingencies

Guararntees issued by banks

Out of the aggregate facility of Rs. 130 million (2013: Rs. 92 mullion) for letter of guarantees,
the wmount utilized by the Group at 30 June 2014 was Rs. 30.32 million (2013: Rs, 47.80
million)

ORI CILS

Letter of credits ether than capital expendiliee

Out of the aggregate facility of Rs. 355 nullion (2013: Rs. 440 million) for opening letters of
credil, the amount utilized by the Group at 30 June 2014 for capital expenditure was Rs. 24.3
million (2013: Rs. Nil) and for other than capital expenditure was Rs. 131.62 million (2015
Rs. 51.81 million).

Guarantees issued on behalf of the subsidiary company
The Holding Company has issued cross corporate guarantee to various commercial banks

favouring its subsidiary company BF Biosciences Limited amounting to Rs. 275 million (201 3:
Rs. 275 million).
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Land and building of the Holding Company were first revalued on 31 March 1976, resulting
in surplus of Rs. 13.66 million The second revaluation was carried out on 30 June 1989 and
resulted in a surplus of Rs 41 51 million. The third revaluation was carried out on 30 June 2002
and resulted in a surplus of Rs. 30.43 million. The fourth revaluation, that also included the
plant and machinery, was carricd out on 30 June 2006 and resulted in a surplus of Rs. 240.59
million. The fifth revaluation was carried out on 30 June 2011 and resulted in a surplus of
Rs.164.39 million. The last revaluation was carried out resulted in surplus of Rs. 78.52 million.
Freehold land and building revaluations were carried out under the market value basis whercas
plant and machinery were revalued on net replacement cost basis. All the revaluations were
carried out by independent valuers.

[ad there been no revaluation. related figures of revalued land. building and plantand machinery
would have been as (ollows:

o Accumulated Net
Cost S
depreciation book value
SRS Rupees-— cmen

Frechold land T3AIR037 - 75418.05
Buildings 367.374.037 202,583,451 364.790.586
Plant and machinery 828,992,083 392.967.344 436,024,739

2014 1. 471784157 595,551,795 876.233.362

2013 1.413.263,694 488.337.811 924,925,883

2014 2013
Nate Rupees Rupees

Capital work-in-progress - movements
Opening balance 19,783,727 114,942,948
Additions during the year U8, 138,002 130,737.537
Transfers during the year (18,390,172) (225,894.759)
Closing balance 99,553,557 19,785,726
Capital work-in-progress - breakup
Building and civil works 17.634,312 4.280.664
Plant and machinery JO.818.442 12,095,048
Advances to suppliers 21100803 3410014

99553557 19,785,726

Depreciation for the vear has heen sllocated as Tollows:

Cost of sales 20 114866372 92.177.282
Administrative expenses 21 31204021 31.040,354
Selling and distribution expenses 22 28.801.773 25309436

174.872,3066 148.527,072
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Intangible assets

Computer softwares and software licence fees

Cost

Balance at 01 July 2012
Balance at 30 June 2013

Balance at 01 July 2013
Additions

Balance at 30 June 2014

Amaortization
Balance at 01 July 2012
Amortization l[or the vear

Balance at 30 June 2013

Balance at 01 July 2013
Amortization tor the year

Balance at 20 June 2014

Amortization rate per annum ( % )

Carrying amount(s
At 30 June 2013

AL 30 June 2014

Stoves, spare pacts and loose tools

Stores
Spare parts
Loose aols

2014
Rupees

28904873
4.136.133
84,581

A2NIET

B8 | %)
ta
on

LA ||
T |
ol B
o || Cad

5.543.356
1.319.415

0,802,771

1,829,319
1,829,319

3,658,638

1,658,638
2,264,735

5,923,373

33.33%

1,884,718

939,398

2013
Rupees

17,410,219
1,282,087
860,355

19,552,661

L0
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Stock in treade
Raw material

Work in process

Fimished goods
Less: provision for write down to net realisable value

Stock in transit

Loans and advances - considered vaod

Advances to employcees - secured
Advances to suppliers - unsecured
Others

2014
Rupees

337.052.623
D7.330.065
J34.382.088
124,946,380
(S17.711)
124.428.669
4.79G 235

H0O3.607.502

15.257.527

9,598,879
991,094

25 848110

2013
Rupees

310,046,452 |
94 418,678

404,465,130
425214245
(165,394)
425,048,851
17.392,104
846,906,085

12,382,411
4,579,104
1,048,749

12010264

15.1  Advances given to staff for expenses are i accordance with the Group’s policy and terms
of employment contract, The maximum aggregate amount of advance to staff outstanding
during the year was Rs. [8.46 million (2013: Rs. 12.2 million). These advances are secured
against provident fund. Advances to stafl’includes amount due from executives of the Holding
Company amounting to Rs. (.55 million (2013: Nil),

Deposits and prepayments

Deposils
Prepayments

Short term insestbientsy

Investments at fair value through
profit or loss - listed securities

171 Investments al fair value through praofit
ar loss - listed securitics
These investments are “held [or trading’
Carrying value at 30 June:
Unrealized gain on re-measurement
of investment during the vear

Fair value of short tenm investments at 20 June

Nuie

17.1

TA8,088.342

2014
Rupees

153121194
I I R B

16. 460,908

TAR.O88.343

711,492,799

37.095,544

2013
Rupees

46,162,750
127,992

46,290,743

413,499,520

383,919,557

29.579.963

413,499,520
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Sliares _('_nrryllug2 value ~ Fairvalue
2014 2013 M4 2013 2014 20103
172 Held for trading Mumber Rupecy Rupsey
Mutunl Fumnds
HOL Money Market Fund 6,422 646 LAT2RAS 009,050,622 L7 870246 044,345,838 128.K58,258
HEL licame Fund 147,088 2634208 13,591,717 152496711 14,892,878 210,921,964
MOB DCF Uit TSLO7I 73,000,000 - 75,107,050 =
ABL Cash Fune 72.064 118,245 684,063 1 652,600 722,424 1,152,870
Paysal Money Market Fund 135,083 122959 12,566,398 2500000 13,620,453 12,566,398
711,492,800 183919557 748.688.343 413,499,520
2014 2013
Nore Rupues Rupees
Cash and bank balances
Cash in hand 4.793.003 4,296,681
Cash at banks:
Current accounts - o .
Foreign currency 16.387.456 15,319,750
IL.ocal currency 120.469.644 60,202,221
142.857.100 75,521,971
Deposit accounts - local currency 181 18.204.303 27.216.955
165.855.0006 107,035,607

I8.1  These carry interest at the rates ranging from 7% fe 7.45% per annum (2013: 6% to 7%).

2014
Note Ruprees

Revenue - net

Gross sales

Local 19 1 3967043048 |
Export 203,742,045 |
4.171.383.093
Less: o
Sales returns, discounts and commission (33

A455.532)
369.228) |

Sales tax i _
(339.824.760)

J.831.360.333

191 This includes own manufactured and imported products sales.

2013
Rupees

3,064,797,070
156,236,280

3,221,033,350

(339,972,212)
(2.314,395)

(342,286,607)

2.878,746,743
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2014 2013
Nate (Rupees) (Rupees)
20 Cost of sales
Raw materials consumed 2000 LSI9437,003 [,308,455,739
Salaries, wages and other benefits 20.2 143.240.491 120.568.472
[Puel and power 115,474,005 78,736,423
Repairs and maintenance 10,428,925 8,551,012
Stores, spare parts and loose tools 27,762,200 23,073,568
Packing charges 15,722,763 13,383,478
Rent, rates and taxes 1.084.541 655,299
Printing and Stationary 1.216,992 2,522 836
Postage and telephone 2,428,989 1,769,297
Insurance 10.708,089 9.002,798
Travelling and conveyance 11.902,711 8,578,302
Canteen expenses 6,350,831 4,981,387
Securily expenses 2,147,795 2,109,706
Fee & subscription 1,396,561 394,623
Laboratory and other expenses 20131 475 2,588,792
Depreciation 11.3 114,860,572 92.177.282
2.005.801.233 1,697,549,014
Work in process: - _
Opening 94418678 | | 57,088,668
Closing (V7.330.065) ‘ | (94.418.678) |
(2.911,387) (37,330,010)
Cost of goods manufactured 2002.889,840 [.660,219.004
Finished stock:
Opening 425,048,851 | 263,156,413
Less: Closing | (424.428,609) (425,048,851)
620,182 (161,892,438)
2.003.510.028 1. 498,326,566
2001 Kaw materials consumed
Balance at the beginning of year 2046452 255,082,554
Add: purchases made during the year 1.5340.943.504 1.362,819,037
LL8206,990.316 1618502191
L.ess: balance at the end of year (337.052.623) (310,046,452)
1.519.937.693 1,308,455,739

0.2 Salaries, wages and other benefits include Ry 4,98 million (2013: Rs, 4.54 million) charged on
account of defined contribution plan



2014 2013
Note Rupees Rupees
21 Administrative expenses

Salaries and other benefits 240 103,936,649 85,185,899
Directors fees and expenses 1614955 1,705,250
Rent, rates and taxes 1.587.098 [.545,903
Postage and telephone 5,888,044 4412932
Printing. stationery and office supplies 2.852.097 2.276.891
Travelling and conveyance 7,239,174 6,049,190
[ransportation 4.255,138 3. 488,435
Legal and professional charges 4,807,214 4,556,520
Fuel and power 2,404,292 2,196,600
Auditor’s remuneration 212 1,295,605 1,129,580
Repairs and maintenance 6.833.014 6,206,673
Subscriptions 1415873 1.488.689
Donation 213 9,300,000 5,604,500
Insurance 3.348.794 2,720,997
Depreciation (1.5 31204021 31,040,354
Amortisation 12 2,264,735 1,829.328
Canteen expenses 4.371.385 4.863.055
Other admimstrative expenses 1.566.323 1,351,730

196.185.011 167,652,586

2.1 Salaries and other benefits include Rs. 3.90 nullion (2013: Rs. 3,03 million) charged on account
of defined contribution plan.

2014 2013
Rupees Rupees
21.2  Auditor’s remuneration

Fee Tor annual audit 575,000 ‘ 500,000
Fee Tor audit of consolidated accounts 57.500 | 50,000
Review of half yearly accounts 86,250 | 75,000
Audit fee - B Biosciences Limited 172.500 150,000
Other certifications 232,500 ' 210,000
Oul of pocket expenses L 136 "f_i 109,580

1.260.605 1.094.580
Audit fee - Farmacia 30,000 30,000
Out of pocket expenses a4 5,000

1,295,005 1,129,580

21.3  Donations were given to “The National Management Foundation™, “The Citizen Foundation™,
“Saint Joseph's Hospital”, “Forman Christian College” and “Lahore Literary Festival™.
Donations did not include any amount paid to any person or organization in which a director or
his spouse had any interest.
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Note

Selling and distribution expenses

Salaries and other benefits
Travelling and conveyance

Service charges on Sales
Transportation

Rent. rates and taxes
Advertisernent amd publicity
Freight and forwarding

Printing. stationery and office supplies
Postage and telephone

Electricity and gas

Rovalty. subscriptions and fees
Insurance

Repairs and maintenance

Legal and professional charges
Conferences, seminars and traming
Medical research and patient care
Depreciation

Other selling expenses

220

defined contribution plan.

I'inance cost

Mark-up on bank financing
Bank charges
Interest on Workers™ Profit Participation Fund

Other expenses

Exchange loss

Property, plant & cquipment written oft
Workers’ Profit Participation Fund
Workers™ Welfare Fund

Central Research Fund

214
Rupees

29.0646,850
L45.369.948
41,706,537
236,094
3.040. 4584
116,980,242
3.8 10,538
3899 445
9,431,617
588,727
17.030.614
9.984,992
4. 213,433
1,222,950
93.851.244
25,138,932
28.801,773
10,243.826

2013
Rupees

243,864,635
128,771,803
17,417,003
1,195,099
1,570,294
108,493,046
26,879 975
2,279,202
4,958,859
660,771
11,154,796
9,373,366
3,278,260
1,509,000
72,889,390
18,057,497
25300436
3,246,993

852.798.246

2014
Rupees

9. 184,025
6.074.601
2.4923.243

684,909,625

Salaries other benefits include Rs. 9.54 million (2013: Rs. 7.46 million) charged on account of

2013
Rupees

-

7.621,318
4.863 246
2.980.607

18.781.80Y

15465171

T.316,893
0.377.980

5,130,635

40,500,542 23,749,231
15,392 486 9,499 642

H83.140 5,244,372
77.7177.047 43 623,930
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Other income

From financial assels

Gain on sale of short term investiments

Profit on bank deposits

Unrealised gain on re-measurement of short term
investments to tair value

Exchange gain

Commission mcome

From non financial assets
Gain on sale of property, plant and cquipment

Faxation

Current
- For the vear
- Prior years

Deterred

Tax char reonciliation

ol

Numerical reconciliation between tax expense and accounting profit

Profit before waxation

Applicable tax rate as per Income Tax Ordinance, 2001

Tax on accounting profit
Effect of final tax regime
[tfect of tax credit

Effect of permanent difference
Effect of minimum tax

Others (including the impact arising as & consequence

of reversal of deferred tax liability)

Earnings per share - hasic and diluted

Profit after taxation for distribution to
ordiary sharcholders

Weighted average number of ordinary shares

Basic and diluted carnings per share

?','-_[

Rupeey
Nrnihers

Rupees

2.020.086

(2.135.420)
(SN,087.927)

218.556.709

2014

535.502.792

3L I86.841

17.41

There is no dilutive elTeet on the basic earnings per share of the Group.

2014 2013
Rupees Rupees
2 106,603 617,554
1,280,800 | 971,944
37195544 29,579,962
23,142,107 AR5, 812
784401 18,134,733
04,509 455 49 690,005
13.701.929 4,569,587
8211384 54,259,592
189,524,072 05,082,755
(12,685,324) (17,630) |
76.838.548 95,065,125
31.718.161 (38.416,364)
208,556,709 56,648,761
TO0.719.516 450,918,081
RE B 35‘}0
258,044,030 157,821,32
(21,043.553) (12,691,239) |
(16,668.837) (15,781.666)
(12,260.202) | (10.283.028)

10,078.631 |

(72,495.265) |

(101.172.567)

56,648,761

2013

455,062.472

30,186,841

15.07

107



28 Remuneration of Directors, Chicel Exceutive and Laecutives
Jit4 2003
Divectinrs it Fsienfives Directon Cliel Faxcentives
aevitin Executive
------------- Huprees e el LT T
Mundigerial remuneeztion IR LRI 000 1 6,860, GO0 8,760,000 84,622,312
LA |61 32,750 B19.500 320, 70000 5,829,087
Bunus SRR R 2Lt A l0.0u0 1,995,000 11030192
Uriates Il .t - 367371 .
Cantribution « providen
Lumnil p | _l.’-",_‘;l" — eT7.212 1UNT 739 A, | 'ﬂL 327 I_,nd'.‘
2076057 14,120,39% 23,087,734 12,456,510 106,753,248
Numbirs 2 = | 0% 2 I 49
[n addition, the Chief Executive. two working directors and certain exeeutives of the holding
company are allowed free use of company vehicles. The directors, chief executive officer and
managing partner of the subsidiary companics are not paid any remuneration,
Non excutive directors are not paid any remuneration or benefits other than the meeting fee.
The members of the board of directors were paid Rs. 380,000 (2013: Rs. 231,000) as meeting
fee and Rs. 1,234,955 (2013 Rs. 1,329,200 as reimbursement of expenses lor attending the
board of directors” meetings.
29 Related party transactions
The Group’s related parties include entities over which directors are able to exercise nfluence, staff
retirement tund, directors and key management personnel, Balances with the related parties are shown
else where in the consolidated financial statements, The transactions with related parties are as follows:
2014 2013
Rupees Rupees
Remuneration including benefits and perquisites
of key management personnel 166,203,600 72,062,714
Company share in employees provident fund 19,193,658 [5.381.558
30 Plant capacity and production
The production capacity of the holding company and subsidiary companies™ plants cannot be
determined, as it is a multi-product production facility with varying manutacturing processes.
2004 2013
31 Number ol employees
Total number of cployees as at 30 June 087 632
Average number of emplovees during the vear 665 627

10
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2014 2013
Rupees Rupees
un-audited audited
Disclosures relating to provident fund
Size of the tund 7 trust _ 275,353,099 224 463,611
Cost of investment made 255.069.820 200,577,682
Percentage of investment made %o 9% 97%
Fair value of investment 266,062,023 216.592 449
Break up of investment
Special accounts in scheduled banks 4,577,808 1,182,774
Term deposit receipts 85.197.301 65,469,506
Government Securities 09,358,221 -
Mutual funds 70.143.481 144,227,065
Shares of listed companies 6,785,152 5,713,104
260,062,023 216,592,449
2014 2013

Break up of investment

i

———— ("0 age of size of fund) —--

Special accounts in scheduled banks 2% 1%
Term deposit receipls 3% 29%
CGiovernment Securitics 30% -
Mutual funds 25% 64%
Shares of histed companies 2% 3%

00" 97%

The figures for 2014 are based on the un-audited financial statements of the Provident Fund.
[nvestments oul ol Provident Fund have been macde in accordance with the provisions of section 227
of the Ordinance and rules formulated for this purposc.

Operating segments

33.1  These consolidated financial statements have been prepared on the basis of single operating
segment.

e
frd
[ £F]

Revenue from local sales and exports represents 100% (2013: 100%) of the total revenue of the
Group.

333 100% (2013: 100%) of the revenue of the Group relates to operating activities in Pakistan,

334 All non-current assets of the Group as at 30 June 2014 are located in Pakistan.
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Financial risk management
The Group has exposure to the following risks from its use of financial instruments:

Credit risk
- Liguidity risk
- Muarket sk

The Board of Directors has overall responsibility for the establishment and oversight of Group’s risk
managemen! {ramework. The Board is also responsible for developing and monitoring the Group's
risk management policies.

AL Credit risk

Credit risk represents the accounting loss that would be recognized at the reporting date iff
counter parties tailed completely te perforn as contracted. The Group’s credit risk arises from
long term loans, long term deposits, trade debts, other receivables, loans and advances, short
term investments and balances with banks, The Group has no significant concentration of credit
risk as exposure is spread over a large number of counter parties.

X2 Exposure to eredit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the balance sheet date was:

Long term deposits

Trade debts - considered good

[.oans and advances - considered good
Short term deposits

Other receivables

Short term investments

Biank balances

3.3 Credit quality of financial asseis

E‘H!ﬁ !?!“gu“"‘;'

204

Rupuees

LIRS 00
174.17%.229
SAN. 100
S12.094
25,022
TAR.O088.343
161.061.403

s

e
r il

o

L.In6.T71.291

2013
Rupees

7.733,100
206,232,139
18.010,264
46.162,750
7.412,959
413.499 520
[02.738,9206

801,789,658

The vredit quality of Group’s bank balances can be assessed with reference to external credit

rating agencies as Tollows:



Rating Rating 2014 2013

Institutions Long term Short term Agency ~simzee RUPEES ineemmns
llabib Bank Limited AAA A-1+ JCR-VIS 93808811 88.026459
National Bank of Pakistan AAA A-l+ JCR-VIS S1.031 S1.031
Allied Bank Limnted AA+ Al+ PACRA 1.952.047 KR7.896
Bank Al-1labib Limued AA+ Al+ PACRA 19 20,457
Bank Alfalah Linnted AA Al+ PACRA 60.177.821 13.134.482
Faysal Bank Lonired AA Al+ PACRA 10,209 10.209
National [nvestmen: Bank AA Al PACRA 1,465 1.465
Silk Bank Limited A- A-2 JCR-VIS = QIR

[ol.061.403 102,738,927
Trade debts
The aging of trade debts at the reporting date was:

2014 2013

Rupees Rupees
Past due 0 - 30 davs 08.550.269 75,023,492
Past due 31 - 120 days 34845133 57,295,167
Past due 121 - 365 days 36.291.297 39,590,976
More than 365 days 14,491,530 34,322,504

174.178.229

206.232,139

Trade debts are essentially due from government departments / projects and the Group is actively
pursuing for recovery of debts andl the Group does not expect these companics to fail to meet
thew obligations,

Qiher financial assers

The credit quality of the Group’s short term investments can be assessed with reference to
external credit rating agencies as follows:

2014 2013

Rupees Rupees
Fund name Rating
HBL Income F'und Al 644 345,838 128,858,288
HBL Money Market [Fund AAD 14.892.578 270,921,964
MCB DCF Units A+() 75.107.050 -
ABL Cash Fund AALD 722.424 1,152,870
Faysal Money Market Fund AAHD 13.620.4523 12.5006,398

748.088.343 413,499,520

Loans. deposits and other recicvables are mostly due from employees and Government
Institutions. Based on past experience the management believes that no impairment allowance
is necessary in respect of these financial assets. There are reasonable grounds to believe that
these amounts will be recovered in short course of lime.
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34.5

3.6

Concentration of credit risk

Concentration of credit risk exists when the changes in economic or industry factors similarly
alfect groups of counterparties whose aggregate credit exposure is significant in relation to
the Group’s total credit exposure. The Group’s portfolio of financial instruments is broadly
diversified and all other transactions are entered into with credit-worthy counterparties there-by
mitigating any significant concentrations ot credit risk.

Liquidity risk

[iquidity nisk is the risk that the Group will not be able to meet its financial obligations as they
fall due. The Group’s approach to managing liquidity 1s to ensure as far as possible to always
have sufficient liquidity to meet its labilitics when due. The Group is not materially exposed
to liquidity risk as substantally all obligations / commitments of the Group are short term in
nature and are restricted to the extent of available hiquidity.

The following are the contractual maturities of financial liabilities as on 30 June 2014:

- 2014
Carrying Less than One to More than
amount one year five years S years
i - Rupees
Financial liabilitics
Trade and other payables  523,202.919 523,202,919 - -
Short term borrowings 495.829 495,829 - -
523,698,748 523,698,748 = -
2013 B
Carrymg [.ess than One to More than
amount ohe yedr five years 5 years
= fm e me UIpees--mmmmemm e --
Financial liabilities
Trade and other payables 385,502,736 185,502,736 - -
Shart term borrowing 1,241,092 [.241,092 - -
275,683,527 275,683,527 - -

Marhet risk

Market risk 15 the nisk that changes in market price, such as foreign exchange rates, interest rates and
cquily prices will effect the Groups's income or the value of its holdings of finuncial instruments.

Market risk comprises of three types of risks:
- currency nsk.
- interest rate risk

other price risk
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34.0.1Currency risk

Pakistant Rupee 15 the tunctional currency of the Group and exposure arises (rom transactions
and balances in currencies other than Pakistant Rupes as foreign exchange rate fluctuations
may create unwanted and unpredictable carnings and cashflow volatility. The Group's potential
currency exposure compiises of:

- Transactional exposure in respect of non functional currency monetary items.
- Transactional exposure i respect of non functional currency expenditure and revenues.

The potential currency exposures are diseussed below:

Transactional exposure in respect of non fusnctional currency Mmonerary (teims

Monetary ttems, inchuling (inancial asscts and liabilitics, denominated in currencies other
than the functional currency of the Group are periedically restated to rupee equivalent, and the
associated gain or loss 1s taken to the profit and loss account. The foreign currency risk related
(o monetary items is managed as part ol the risk management strategy.

Transactional exposure i respect of non functional currency expenditure arnd revenues

Certain operating and capital expenditure is incurred by the Group in currency other than the
functional currency. Certan sales revenue is carned in currencies other than the functional
currency ol the Group. These curreney risks are managed as a part of pverall nisk management
strategy. The Group does not enter :010 forward exchange contracts.

Exposure to currency rish

The Group's exposure to foreign currency risk at the reporting date was as follows:

2uld
s 1S Indlars ke I &b ilnlumT Poin ‘\h:lu_- Y = \utli-llnn_
Cash i casl egues alents 1%, 702071 L 2 U TERE N (B *RI& IFTE L IR
Fradls and othes payvables 0. 4.52%) (28I 200
Salyiiees fosnppbiers 2117671 11,481
Trads reccivables 13 ALs AN Ti K Y
Adua Tho cnsly e s (RN R AE I N B . ‘
Coroms balarice aloet expusue (2] 078 450 ' 411 2T 12N = 1 -.,;_ o \_. |_]-.|. t:l-lr_ BT
215
Lupees L% Dollors o LAL Duham Meand Merinik 1 A ik lpes
Cash and cosh equiv, lents [ H037.208 A 9s) {28 IR = [ EERAIN
Tradhe amd wther pavahles SRR LR RN el RS W ] -
Advanwes o sagplive sTHTAD P E]
Trade reccivables UGS 0T 175572 el . 2 - -
Urriase Dithete shess ) exposme | IR o IRl 1,700 6549 178,788 Hs " B M

13
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The fallowing significant exchange rates were applicd during the year:

Balance sheel date rate Average rate

20004 2013 2014 20103
LS Dollars 98.05 9870 102.80 96.80
Euro 13400 12898 139.80 [25.60
UAE Dirham 20.86 26,88 27.99 26.35
Pound Sterling 167.96 150.72 168.01 151.79
Py (LYT7 38 0998 1.009 1.107
Aus Dollars 92.88 93,12 94.07 99.93

Sensitivity analysis

A ten percent strengthening of the Pakistani Rupee against foreign currencies at the reporting
date would have increased / (decreased) profit by the amounts shown below. This anulysis
assumes that all other variables, mn particular interest rates remain constant. The analysis is
performed on the same basis as for the previous vear,

Profit and loss

2014 2013
Rupees Rupees
Profit and lass account 21.1 _“.-_’.H ‘.j 14.503.43]

A ten pereent weakening of the Pakistani Rupee against forcign currencices at the reporting date
would have had the equal but opposite effeet on the amounts shown above, on the basis that all
other vartables remain constant.

314.0.20ther price risk

Other price risk is the risk that the fair value or future cash flows of a financial mstrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk
or currency risk). The Group is exposed to cquily price risk because of investments held by
the Group and classificd on the Balance Sheet at fair value through profit or loss. To manage
s price risk arising from investments in cquity securitics, the Group diversifies its portfolio
within the cligible stocks in accordance with the risk investment guidelines approved by the
mvestment committee.

varralysis

asitivit

The table below summarizes the Group's cquity price risk as of 30 June 2014 and 2013 amd
shows the effects of a hypothetival 10% increase and a 10% decrease in market prices as at
the year end. The selected hypothetical change does not refiect what could be considered to be
the best or worst case scenarios. Indeed, results could be worse because of the nature of cquity
markets and the aforementioned concentrations existing i the Group's cquity mvestment
portfolio.

L4
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Short term investments
Tevestents at tai vabue through profic

or les

2005

Short ternr investinenis

Tnvestments at fan value through profit

or Lo,

.65 Fair value of financial instruments

/‘7)‘

(e

Estimated fair “Hypothetical

Eair Hsisothital value alter inerease
‘I ’}pum (“ . hypothetical  (decrease) in
A T s cHanbe
e e change in profit / (loss)
prices” before tax”
'n.illlld
748,688,343 10% increase 823557177 74.868,834
1% decrease ATIRIYS0Y  (7T4.868.834)
748,088,343
Estunated fur - “Hypothetical
: . virlue atter HICTCHs
Fair “Hypothetival :
e it s hypothetical  (decrease) n
e prECRIE change in profit/ (loss)
prives’ betore tax”
45 Rupecs
A13A99.520 10% inerease 454 849472 41.349.952
1% decraase 172,149 56R (41,349 952)

412,484 520
———ar—e o=

Fair value is the amount for which an asset could be exchanged. or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. The carrying value of all financial

assets and labilities on the balance sheet approximate to their fair value.

) Fair values versuy carrying amoints

The fair values of financial assets and labilities. together with the carrying amounts shown in

the balance sheet are as follows:
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b)

e 2013
Carrving Fair i Carrying Fair R
Aamount. value - arourtt _ ovalue
Financial usseis Rupues
Long 1enm deposits IERA00 7,758,100 7.733,100 F733,100
Trace debts - considered gond 174,078,229 174,178,229 2006.232,139 206,232,139
Loans and advances - considered good I5.845. 100 IE 848100 18,010.264 18,010,264
Short term deposits 3312091 ARSI 46,162,750 46,162,750
Advanee tus - net SIANLTYS  52.804.745 72357631 72,3587.631
hier receivables 30251022 LUIsN22 7412959 7412459
Short term investinents TIR.O68%.343 TAS688.343 413,499,520 413499520
Bank balances L0613 IhLO61 03 102,738,926 102,738,926
1219570 36 L2LSTO030 974147089 874,147,250
Financial liabilities
Trade and other pavables 323200909 S23202.919 IRSS02.736 3RS.302 736
Short term horrowing I b ANS820 1,241,992 1.241.,992
_A3IOUNTIN  SI3AUSTIN 36744728 386.744.728

Valuation of financial instraniernts

[n case of equity instruments, the Group muasures fair value using the following fair value
hicrarchy that reflects the sigmticance of the inputs used i making the measurements;

Level ©: Quoted market price (unadjusted) i an active market.
Level 20 Valuation techmiques based on obseivable inputs.

Level 32 Valuation techniques using significant unobservable inputs. This catcgory includes all
mstruments where the valuation techmigue meludes inputs not based on observable data

Fair values of financial assets thal are waded in active murkets are based on quoted market
prices. For all other financial instruments the Group determines fair values using valuation

techniques,

Viluation techniques used by the Group include discounted cash flow model, Assumplions
and inputs used in valuation techniques inclinde risk-five rates, bond and equity prices, toreign
currency exchange rates, equity and equity index prices. The objective of valuation techniques
is to arrive at a fair value determination that reflects the price of the financial instrument at the

balance sheet date that would have been determined by market participants acting at arm’s

length.

Valuation models Tor valuing securities for wlich there is no active market requires significant
unobservable inpuls and a higher degree o management judgement and estimation in the
determination of fair value. Management judgement and estimation are usually required for
selection of the appropriate valuation mode! to be usad. determination of expected future cash
flows on the linancial strument being valued and selection of appropriate discount rates. ete.
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The table below analyses equity instruments measured at [uir value at the end of the reporting
period by the level in the fair value hierarchy into which the lair value measurement is
categorised:

30 June 2014 Level | Lesel 2 Level 3 Total
- Lupees

Financial assets at fair value through profiv or loss T48.688,342 - - 748,688,343

) fune 2513

Frotin el wssers at fanr s alue theaugh protic o losy 13494 520 - N 4134048520

6 Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes
in marlet interest rales. At the reporting date the interest rate profile ot the Group's significant
interest bearing financial instruments was as [ollows

204 2013 2014 2013
Lifective rate Carryving amount
—memeeem i1 Pereentage Rupees ~=s——smmeee
Financial assets
Cash at bank - deposit accounts 7.1 6.3 IR204.303 27,216,955
Financial Habilities
Short term borrowings secured 0.7 10 (-195,N24) (1,241,992)
17.708.474 25974963

Fair value sensitivity analysis for fived rate instraments

The Group does not secount for any fixed rate {inancial assets and liabilities at fair value through
profit or loss. Therefore a change in interest rates at the reporting date would not atfect profit or
loss account

Cashi flosw sensitivity analysis for variable rate instrumnients

A change of 100 basis poinls in interest rates at the reporting date would have increased /
(decreased) fur the year by the amounts shown below. This analysis assumes that all other
variables, in particular foreign currency rates, remain constant. The analysis is performed on the
same basis for 2013,
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RIS

2%
J/)*

Prolit or loss

100 bps 100 bps
Increase ~ Decrease
------ Rupees - - - - - -
As at 30 June 2014
Cash flow sensitivity - Vartable rate financial Labilities 177.085 (177.083)
As at 30 June 2013
Cash flow sensitivity - Varable rate financial habihties 259,750 (259,750)

The sensitivity analysis prepared 1s not necessanly indieative of the effects on profit for the year

and assets / Labilities of the Group,

Operational risk

Operational risk is the visk of direct or mdirect loss ansing from a wide variety of causes
associated with the Group's processes, personnel, technology and infrastructure, and lrom
external factors other than credit. market and hiquidity risks such as those ansing from legal and
regulatory requirements and penerally accepted standards of corporate behaviour, Operational
risks arise from all ot the Group’s operations.

The Group’s objective is to manage operational risk so as to balance the avoidance of financial
losses und damage to the Group's reputation with overall cost effectivencss and to avoid control
procedures that restrict initiative and creativity.

The primary responsibility tor the development and implementation of controls to address
operational risk is assigned o sentor manugement within the Group. This responsibility is
supported by the development of overall Group standards for the management of operational
risk in the following areas:
- requirements tor appropriate segregation of duties, including the independent authorization
of transactions '
- requirements tor the reconciliation and momtoring 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 identificd
- development of contingency plans
- tramung and professional development

- cthical and business standards
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- risk mutigation, including insurance where this is effective

14.6.6 Capital manmigement

i
"

The Board's policy is 1o maintain an efficient capital base so as to maintain investor, creditor

and markel confidence and to sustain the future development of its business, The Board of
Dircetors monitors the return on capital employed, which the Group defines as operating
income divided by total capital employed. The Board of Directors also monitors the level of

dividends 10 ordinary shareholders.
The Group's objectives when managing capital are:

(i) 1o safeguard the entity’s ability to continue as a going concem, so that 1t can continue to
provide returns for sharcholders and benefits for other stakeholders. and

(i) 1o provide an adequate return to sharcholders.

The Group manages the capital structure in the context of economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the caputal structure, the
Giroup may adjust the amount ol dividends paid to shareholders. issue new shares. or sell asscts

to reduce debt.

Neither there were any changes in the Group’s approach to capital management during the year
nor the Group is subject to externally imposed capital requirements.

Corresponding hgures

Corresponding figures have been rearranged and reclassified, where necessary. However, there have

been no material rearrangements or reclassifications,

16 Non Adjusting events alter the balanee sheet date

The Board of Directors of the Holding Company in its meeting held on 15 September 2014 has
proposed a final cash dividend ol Rs. 9 per share, for the vear ended 30 June 2014 tor approval of the
members in the Annual General Meeting to be held on 24 October 2014,

37 Date ol authorization for 1ssu

These consolidated financial statements have been authorized for issue by the Board of Directors of
the Holding Company on 15 September 2014

[Lahere

15 September 2014 Director Chairperson & CLO
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PATTERN OF SHAREHOLDING

AS AT MW JUNE 2014

)+
Vi

Number of lotal Shares
Shircholders STzceholdy [reld
1.076 From I 1o Shares 100 22.641
44 From 101 to Shares 500 [55.196
301 From S0 10 Shires 1.000 229.31K
Ry From 1,001 1o Shares 5.000 917,480
120 From 3,001 o Shares 10.000 {87765
25 From 10,001 10 Shares 13,000 303,490
17 From 15,001 10 Shares 20,000 303,042
20 From 20001 to Shares 235,000 455617
] From 25001 o Shares 20,000 537.568
9 From 20,001 to Shares 35,000 300,203
4 From 35.001 o Shares 40.000 149.004
5 I'rom 40,001 to Shares 45000 215926
5 From 45.001 1o Shares S0.000 242.095
| From S0.001 1o Shares 33,000 S2.000
2 From 55,001 10 Shares 60,000 117314
3 From 60001 1o Shites (65,000 184621
2 From 6H3.001 to Shares 70000 133,400
2 From 70001 G} Shares 75.000 146,595
2 From 83,001 to Shares 90.000) 175,220
2 From 935.001 to Shares 100,000 191.352
| From 105,001 lo Shares INERAIRIS] 10K, 100
1 From 145,001 1 Shares 150,000 147,753
| Irom [ 50,00 tw Shires 155,000 150,750
| From 153,001 o Shares 160000 157142
| From 160,00 w Saares 165,000 [63.692
| From 170,001 to Shares | 75000 174,100
| From 175001 fo Shares 180,000 179.503
| From 180,001 (o Shares 185,000 [80.235
| Fromn 2535.001 1o Shares 260,000 250 800
I From 270001 ta Shares 275,000 274,696
| I'rom 300,001 to Shares 305,000 300,463
2 From 330001 ta Shares 335,000 606,946
| Irom 350,001 o Shares 3535000 351.761
I From 355.001 to Shares 3010100 359,116
1 From 360.00 | tao Shares 363,000 362314
| From 365001 Lo Shares 370,000 369.531
| From 38000 to Shares 3RS.000 384,955
| From 410,001 L Shares 415.000 410979
2 From 430,001 1o Shares 435,000 869,763
| From 435,001 to Shares 440,000 437416
1 From 630,001 10 Shares 635000 651.347
| From 695,001 1o Shires 700,000 700,000
| From 905.001 10 Shares G10.000 Y6427
| I'rom 960,001 18] Shares Q65,000 964, 441
| From 1,400,001 10 Shares [0S0 L4000, 780
I From 1,715,001 L Shares 1,720,000 1,718,825
l From 1,795.001 W Shares 1,800 000 1,799,392
1 From 1810001 to Shares 1, 8135.000 1. 814867
1 From 8,200,001 to Shares 8,205,000 8,201,288

o
in
£
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0,186,841
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Categories of Sharcholder Physieal CDC Total Percentage
Dircetors, Chiel Fxeeative Officer,
Their Spouses and Minor Childern
Chiel Executive
Mis, Akliter Bhahid Wihead 1.814.867 - | R1d.867 6.0]
Directors
Mo Osman Khalid Waaead 434822 631,347 [O86. 16V 3.00
Mus, Munize Azhar Peracha 333472 < 333473 1.10
M Omae Khalid Walyewd RTATOT B - SO6,427 3.00
Mr. Faroog Mazhar . 147,753 147353 044
Mr Nihal F Cassinn 0,762 9762 0,03
3,489,589 157,515 4.298,451 14.24
Faceutives - 2,208 2.208 0.01
Associated Compunies. Undertakings
& Related Parties
KW Fuctoes {Pviy [ imitel K181 8228761 8,280,642 2745
38181 8.228.761 8.280,942 27.48
NIT & 1CP (Name Wise Detail)
CDC = Teostee Natwona! Investment (Uvitd Trust - 1,718,825 IL718.825 5.09
- 1,718.825 1.718.825 S.69
Mutual Funds (Name Wise Detail)
CDO = Trustee Pak Int Element Isbunie Asser aocation Furd 1 3,500 13,500 R
CDC - Trustee Al Meczan Mutead Fund 3,300 S500 0.02
O - Trustee Meesan Islamie Fund ,.700 WL 700 0,10
CEHC - Trastee PICIC Stock Fand [ 74,1t | 7 10 [ 5K
CDC - Trustee Al-Aumeen Islamie Ket Sav Pund-Eguaey Sub Fung 39,500 39.300 0.13
CDC - Trustee UBL Retirement Savings Fund - Lguaty Sub Fund 063,40 h 400 .22
Prustee Mok Qutar Family Takatu! Linnted Balance Fund ¢hh S.000 5000 o2
Trustee Pak Qatar Fanuly Takatul Limited Azgressive [und 5,000 5.000 0.0l
CDC - Trustee Lakson Lyuty Fund 108, 1001 103,100 030
CDC < Trustee PLOTC Islamie Steck Fund 52.000 ST U0 0.17
498 KO0 JUN. 200 | 65
Banks, NBEFCs, DFIs. Takalul, Pension Funds 3.223 1,624,579 1.627.802 3.39
Muoddarabas - 17,500 17.500 0.06
Insurance Companies 103,998 2,763,838 2,927,836 9.70
Other Companies,Corporate Bodies, Trust ete, 8459 ARS 504 303963 1.31
General Public
A Local 503 A4 4407816 10030060 3326
13 Foreign 375454 375,454 1.24
S.631.544 4.782.970 10414514 34.50
Grand Total 0,354,994 20,180,500 30,186,841 100.00
Sharvcholders More Than 5.00%,
W Factors (Py ) Limited N 2RDA2Z 2745
Vs Akbier Khald Walweed B E S (.01
State Lite lusurance Corp. ot Pakistan 1799392 3.96
CODU - Trustee National Tnvestment (U Trust 1.718.825 5.6Y






FORM OF PROXY

A8th Anoual General Meeting

[I'We of being a member of Ferozsons Laboratories
Limited and holder of ordiary Shares us per shace register Folhwo No. __ hereby
appomnt Mr/Mrs.__ ol another member of the
Company Folio No (or Lubhing himeher Mre/Mrs,

o _of ~whos also i member of the Company

Folio No.

For beneficial owners as per CDC List

CDC Participunt L1 No ~ Sub-Account No.

CNIC Nu.l_.- —|— | TiT—[ | _ r—’_—. | or Passport No.

herehy appomt Mr/Mrs. : ol who is also a member of the
Company, Folio No. ——of tailing him/her__ of

who is also o member of the Company, Folio No “as my/vur proxy to vote and act for me/our behalf
at FIFTY EIGHT Annual General Meeting of the Compiny to be hield on Friday. 24 October 2014 at 12:30 p.m. or at

any adjuurament thereol’

Five Rupees

Revenue Stamp
I Signature of Member

(The sipnature should agree with the
speaimen registered with the Compiny)

Datedthis dav ot 20104 Stgnature of Proxy
1. Witness: 2, Witness:
Sigoature - o Stgnature o
Name: B L e Name: =
Address Address .

eNiCNo LT T T TT T CNICNo[ T L I TTT LI

Note:  Proxies. in order to be effective, must be receved at the office of the Company's Share Registrar, CorpTec
Assoctates (Pvt) Limned, S03-E. Johar Town, Lahore not less than 48 hours before meeting,

CDC Sharcholders and their Proxies are cach requested Lo attuch an attested photocopy of their CNIC or
Passport with the proxy form before submission.
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INCOME TAX RETUN FILING STATUS FORM

Confirmation for filing status of income tax return for application of revised
rates pursuant to the provisions of Finance Act, 2014

The Company Secretary
Ferozsons Laboratories Limited
197-A, The Mall

Rawalpindi

I, Mr./Mrs./Ms - -
5/0,/D/O,W/0 - -

hereby confirm that T am registered as National Tax Payer, My relevant detail is given
below:
| - r = . = ;

i ks I CNIC # (in Income Tax return
| F%';Xélf |‘ Name | N?_ilszal case of | for the year 2013 '
| | o individuals)** ‘ filed (Yes or No)*** |
} o - 1 T
| | | | | |
I I S S S

It is slated that Lhe above-mentioned information is correct .

Signature of Shareholder

The Shareholders having their accounts with Central Depository Company (CDC) have
also to communicate confirmation of tax payment status information to relevant
Member Stock Exchange in addition Lo the Company Secrelary .

**Please attach attested photocopy of the CNIC.

***Please attach attested photocopy of receipt of income tax return.



DIVIDEND MANDATE FORM
To:

I, Mr./Mrs./Ms R
S/0,/D/O,W/0 .

hereby authorize Ferozsons Laboratories Limited Lo directly credit cash dividend
declared by it, if any, in the below mentioned bank account.

) = _ : ey .y
| (i) Shareholder’s Detail _ S - .I
| Name of the Shareholder ) [ _ -

Folio No./CDC Participants ID A/C No

| CNIC No. ** _ I _l
| Passport No. (in case e of foreign Shdrenolder)”

Land Line Phone Number - ‘- ]
| Cell Number N |

(ii) Shareholder's Bank Detail
Title of Bank Account _ =
| Bank Account Number B o _.‘

Bdr*k s Name
| Branch Name and Addf'(.bb [ N -

It is stated that the above- menhoned mfurmat on is correct and that I waII intimate the
changes in the above mentioned information to the Company and the concerned Share
Registrar as socon as lhese occur.

- S __} e

-

Signature of the Shareholder

*The Shareholders having physical shares have to address the Company Secretary FLL
on the address given below:

e Company Secretary
Ferozsons Laboratories Limited
197-A, The Mall

Rewalpindi

and Shareholders having their accounts with Central Deposilory Company (CDC) have
to communicate mandate information to relevant Member Stock Exchange.

**please attach attested photocopy of the CNIC,
+*++Plepse attach attested photocopy of the Passport.
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MORE THAN FIVE DECADES
- OF DEDICATED SERVICE
TO HUMANITY IN PAKISTAN
AND AROUND THE WORLD
IN PHARMACEUTICALS

5 FEROZSONS

_ LABORATORIES LIMITED
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